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THE INTERNATIONAL CURRENCY PROPOSALS 


TuE basic rule of the gold-standard game, or of any system of 
multilateral international trade with stable exchange rates, is that 
a country which has a favourable balance of trade on income 
account must lend abroad on long term at a more or less commen- 
surate rate; alternatively, a country whose citizens and Govern- 
ment are not prepared to lend abroad must not have a surplus on 
income account. Any slight and temporary failure of trade 
balances and rates of lending to keep in step can be provided for 
by movements to and fro of gold and short-term funds, but a large 
and continuous disequilibrium puts a strain upon the system which 
it cannot bear. 

In the text-book account of the gold standard, gold movements 
of themselves set in train a mechanism to restore equilibrium. If 
the surplus of exports of a country exceeds its surplus of lending, 
gold flows to it from the rest of the world. Consequently, 
according to the text-book account, prices in that country rise, 
while they fall in the rest of the world. Exports from the surplus 
country to the rest of the world are therefore reduced, and its 
imports from the rest of the world are increased, until its surplus 
and the world’s deficit are wiped out. Outside the text-books 
matters do not go so smoothly. First, the country receiving gold 
is under no necessity to check the inflow, while those who lose gold 
are under an obligation, so long as they struggle to maintain the 
gold standard, to check the outflow, and they must set about 
doing so the more quickly the smaller their reserves. Thus the 
mechanism:is not symmetrical, but has an inherent bias towards 
deflation, which is the more severe the smaller is the amount of 
gold possessed by deficit countries. Secondly, a loss of gold does 
not lead automatically and directly, as in the text-books, to the 
fall of prices which is required to stimulate exports from a deficit 
country and foster its home production at the expense of imports. 
The process of adjustment is much more painful. To check the 


outflow of gold the authorities in a deficit country must restrict 
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credit and encourage a fall in activity and incomes. This, indeed, 
reduces imports, but it reduces imports not only from the surplus 
country, but from others as well, so that countries formerly 
balanced are thrown into disequilibrium and have to join in the 
process of deflation. And it reduces not only imports, but also 
consumption of home-produced goods. The total loss of income 
is a large multiple of the reduction of imports which it is designed 
to bring about. If unemployment and business losses continue 
long enough to bring about a sufficient relative fall in money wages, 
relative costs are reduced, and the text-book story is completed. 
But meanwhile the surplus country is also suffering from unemploy- 
ment through its loss of export markets. There is pressure there 
also to lower wages; and much else, including the gold standard 
itself, may give way under the strain long before equilibrium has 
been restored. 

The aim of the two currency plans now under discussion is to 
provide a system of stable exchanges which is less likely to cause 
needless misery to the world, and is less likely to disrupt itself 
under the pressure of its own operations. The means proposed in 
both plans are, first, to provide each of the participating countries 
with a substitute for a gold reserve, so that the amount of dis- 
equilibrium which can occur without setting up any reaction is 
very much increased. This would allow a much longer breathing- 
space within which measures to restore equilibrium can be taken, 
and would provide reserves depending on some sort of rational 
plan, instead of on the accidental circumstance of how much gold 
there happens to be in any country at a particular moment. 
Second, to undertake measures to restore equilibrium, when 
necessary, by consultation between the nations concerned, and to 
suggest measures of a less torturing kind than those imposed by 
the gold standard. Third, to give some degree of reality to the 
theoretical symmetry of the gold standard, by suggesting measures 
to restore equilibrium to the surplus as well as to the deficit 
countries. 

So much is common ground. In mechanism the two plans 
differ considerably. For simplicity the Proposals for an Inter- 
national Clearing Union,! put forward by the British Chancellor 
of the Exchequer, will be referred to in what follows as the Bancor 
plan, and the United States Proposal for a United and Associated 
Nations Stabilization Fund,? as the Unitas plan. Under the 
Bancor plan each country is provided with overdraft facilities at 


1 Cmd. 6437. H.M. Stationery Office. Price 4d. 
* U.S. Treasury, reprinted by H.M. Stationery Office. Price 3d. 
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the Clearing Union.1_ When any country’s balance of imports 
exceeds its borrowing from other sources it will make an over- 
draft, a corresponding credit appearing in the account of another 
country or countries. By this means bancor currency comes into 
existence. Countries can also acquire bancor credits by depositing 
gold with the Clearing Union, but bancor can never be withdrawn 
from the system. It can only be transferred from one account to 
another.2. Under the Unitas scheme, each country in the first 
place pays, so to say, an entrance fee, by depositing a specified 
part of its gold reserve with the Stabilization Fund. It also puts 
at the disposal of the Fund a specified amount of its domestic 
eurrency, which is available to be sold to other member countries. 
All transactions take the form of sale and purchase of currency for 
currency. Thus, while bancor has a real] existence as an inter- 
national medium of exchange, whose quantity varies as required, 
the Unitas plan provides no international currency. “ Unitas ” 
is simply a word, meaning gold to the value of $10 at the present 
price,* and the magnitude of the Fund is fixed at its inception. 
Under the Bancor plan a country’s surplus on income account, not 
covered by lending, shows itself in the rate at which its bancor 
credit mounts up in the books of the Union. Under the . 
Unitas plan it shows itself in the rate at which its initial sub- 
scription disappears from the Fund. A country’s deficit shows 
itself, under Bancor, in its bancor debit ; under Unitas, in a holding 
of its national currency by the Fund. The equivalent of a gold 
reserve is provided for each country, under Bancor, by its unused 
overdraft facilities. Under Unitas, gold is supplemented from 
the point of view of deficit countries by the amount of the curren- 
cies of surplus countries in the Fund. 

Under both plans a quota is ascribed to each country, which 
limits its rights and obligations. The method of assessment and 
the function of the quotas differ considerably between the two 
plans. Under the Bancor plan it is suggested that the quota should 
initially be three-quarters of the sum of imports and exports 
(presumably visible items only) on the average of the last three 
pre-war years, and should be continuously readjusted, when the 
plan is in operation, bya moving average.’ Under the Unitas plan 
the quota is arrived at by an index (the details of which are not 
given) representing the gold holding of the country, its national 
income, and the fluctuations of its balance of trade.® It is very 
unfortunate that, in both plans, voting rights in the control of the 


1 Cmd. 6437, 6, (8). 2 Ibid., 6, (10). 3 U.S. Proposal, Il, 4. 
* Ibid., IV, 1. 5 Cmd. 6437, 6, (5). | * U.S. Proposal, II, 2. 
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schemes are based upon quotas. This naturally leads the public 
to suppose that the Unitas formula has been chosen so as to give 
the United States control of the scheme, and that the Bancor 
formula has been chosen to give the advantage to Great Britain. 
Clearly, the relative influence of various nations is a general 
political question very indirectly related to the technical problem 
of choosing the most convenient basis for fixing quotas, and the 
two questions should be kept distinct. 

From the technical point of view, the Unitas formula seems at 
first sight highly irrational. What has the gold holding of a 
country, or the size of its;national income, to do with the case? 
The Bancor formula certainly appears more relevant. But the 
function of the quotas under Unitas is different, and there would 
be no advantage in adopting the Bancor formula in the Unitas 
plan. Under Unitas, quotas determine the amount of home 
currency which each country places at the disposal of the Fund, 
and the power of the Fund to ease pressure upon debtors is limited 
by the amount of the currency of surplus countries which it can 
command. One of the contingencies which the plans are designed 
to meet is a repetition of the situation of the ’twenties when the 
. world as a whole was running into debt to the United States, and 
in such a case the usefulness of the Fund would be strictly limited 
by its holding of dollars. Under the Unitas plan, therefore, a 
formula which gives a large proportionate quota to the United 
States might be essential to its effectiveness. 

Supposing that the initial rates of exchange, when either 
scheme is set up, have been well chosen, and that surplus countries 
are regularly lending at a rate commensurate with their surpluses, 
the two schemes would come to much the same thing. Dis- 
equilibrium, now one way and now another, would be met by the 
movement to and fro of bancor credits in the books of the Clearing 
Union or by movements up and down of the holdings of various 
national currencies by the Stabilization Fund. Either scheme 
would work much as the gold standard worked in its heyday, or 
rather as it would work in such conditions if every country had an 
ample gold reserve and was never shy of losing gold. 

But in such favourable conditions any scheme would work 
well. It is more interesting to inquire how the two schemes 
propose to meet situations of large-scale disequilibrium. 

Consider first the position of a chronic creditor. Under the 
Bancor scheme no limit is set to the credit which a country can 
accumulate, though a mild discouragement is applied by the pro- 
vision that a creditor, equally with debtors, must pay a charge of 1 
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per cent. per annum on its average bancor balance in excess of one 
quarter of its quota, and a further 1 per cent. on the excess over one 
half of its quota.!_ The limit to a creditor balance comes from the 
side of the debtors. Certain correctives (which will be discussed 
below) are brought into play when a debit balance exceeds one 
quarter of a country’s quota, and these become stringent when a 
debit exceeds three-quarters of a country’s quota. Thus in the 
extreme case, where there is only one surplus country, and all the 
rest are drawing continuously on the Clearing Union, the credit 
balance of the surplus country may rise to one quarter of the sum 
of the quotas of all the other members, without check, and might 
ultimately mount up to three-quarters of the sum of these quotas. 

The average of world trade (imports plus exports of mer- 
chandise) for the three pre-war years was $48,000 million.* Thus, 
if all the world joined the Clearing Union, the sum of quotas would 
be $36,000 million (if only United and Associated Nations, and 
their dependencies, are included the total is reduced by about 
$10,000 million). If all countries except one are imagined to be 
drawing on their quotas, it is natural to imagine that the exception 
is the United States. The U.S.A. quota would be $3,000 million. 
Thus the upper limit which the debit account of the world might 
reach is three-quarters of $33,000 million, that is, about $24,000 
million, though correctives would come into play before $8,000 
million had been reached. 

Some American critics have viewed this prospect with distaste. 
But, as Lord Keynes has pointed out, “there is no foundation 
whatever for the idea that the object of the proposals is to make 
the United States the milch cow of the world.”* The scheme 
would not impose any compulsion upon the United States, or on 
any other country, and would, on the contrary, increase her free- 
dom of action. Without the scheme, there are three alternatives 
before the U.S.A. First, she can raise her rate of imports to the 
level of her exports. This can be done in two ways: she can 
improve the competitive position of foreign producers by 
lowering her tariffs, by allowing her wage rates to rise rela- 
tively to the world level, or by appreciating her exchange, 
or she can bring about such an increase in employment and 
expenditure that the surplus is wiped out by an increase in her 
consumption of imported goods along with home produce. (It is 
worthy of note that even the moderate boom of 1935-37 gave the 
1 Cmd. 6437, 6, (7). ® Cmd. 6437, 6, (8) (a) and (c). 

% League of Nations, Survey of World Trade, 1938. The figures given there in 


“old dollars ’’ have been converted at the rate of 3. 
* House of Lords, May 18, 1943. 
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U.S.A. a deficit balance on income account.) The second 
alternative open to the United States is to lend on long-term to 
countries needing development at a rate equivalent to her surplus 
of exports. (If she chose this alternative her surplus would 
doubtless grow, for the borrowers would be avid importers of 
American commodities. But however large the surplus of 
exports, there is no problem from the point of view of the 
exchanges so long as long-term lending keeps pace with it.) The 
third alternative is to accept payment for the surplus in gold, 
which involves pressing the rest of the world ever deeper into 
deflation and slump, or driving it to adopt protectionist devices, 
until the surplus is wiped out by means of a reduction in the 
demand for American exports to the level of her imports. 

The Bancor scheme in no way obstructs the first two alterna- 
tives. It merely changes the character of the third, by allowing 
the United States to amass a bancor credit, and so to continue to 
run an uncovered export surplus until the debtor countries have 
reached the limit of their overdraft facilities. Meanwhile, when 
the U.S. credit balance exceeds half her quota—a point which 
would be reached long before the rest of the world had exhausted 
its borrowing rights, since the U.S. quota would not be large 
relatively to the sum of the quotas of the rest of the Union—the 
Board of the Clearing Union would offer advice, but no more than 
advice, as to what measures could be taken to restore equilibrium 
by reducing the export surplus or increasing long-term lending.? 

Thus the Bancer scheme greatly increases the possibility of 
running an uncovered surplus, but by no means encourages, still 
less compels, any country to do so. 

The Unitas scheme is much less favourable to a creditor 
country. The extent of an uncovered surplus is limited by the 
initial payment into the fund. The sum of quotas is given as 
$5,000 million 2 and it is evidently contemplated that the U.S. 
quota may exceed one quarter of this, as the maximum voting 
right of any one country is limited to a quarter of the total, 
irrespective of its quota.2 One estimate puts the U.S. quota at 
$1,270 million.‘ On this basis the initial subscription of U.S.A. 
would be $635 million. In 1938 U.S.A. had a surplus on income 
account of $790 million. (Gold imports were nearly double this 
amount, as it was a year of net borrowing—presumably the result 
of a flight of funds from Europe.) At this rate, the dollar holdings 
of the Fund would disappear in nine months. When the Fund’s 


1 Cmd. 6437, 6, (9). 2? U.S. Proposal, II, 2. 
* Ibid. V, 1. * Financial News, April 27, 1943. 
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holdings of a currency begin to run out, it will “inform the 
member countries of the probable supply of this currency and of a 
proposed method for its equitable distribution, together with 
suggestions for helping to equate the demand and supply for the 
currency. . . . The Fund shall apportion its sales of such scarce 
currency. In such apportionment, it shall be guided by the 
principle of satisfying the most urgent needs from the point of 
view of the general economic situation. It shall also consider the 
special needs and resources of the particular countries making the 
request for the scarce currency.” 1 Thus if dollars became 
scarce they would be rationed. The world would then be forced 
to discriminate against American goods, for any country whose 
ration of dollars was cut would be obliged to reduce its imports 
from the United States correspondingly. The third alternative 
discussed above would then be adopted in a modified form— 
equilibrium would be restored by a decline in American exports, 
but the contraction of world demand would be concentrated on 
American goods, and the countries concerned would continue to 
consume their own and each other’s products without restriction. 
Thus from the point of view of the deficit countries the adjustment, 
though troublesome, would be far less deleterious than the gold 
standard method of drastic deflation, while from the point of view 
of the creditor it would be much more severe, for the reduction in 
its exports, and the consequent depression, would come about 
immediately instead of following upon depression in the rest of 
the world. 

Perhaps this is a misinterpretation of the Unitas scheme. 
Unlike the British statement, which makes the intentions of each 
of its proposals clear, the American document contains merely a 
set of rules, without explanations, and has to be read in the spirit 
of a detective story. The above interpretation is certainly the 
natural one to place upon the passage quoted, but it conflicts with 
other passages, which emphasise the duty to abandon exchange 
restrictions and discriminatory trade agreements. In particular, 
one of the purposes of the fund is stated to be ‘‘ To reduce the use of 
foreign exchange controls that interfere with world trade and the 
international flow of productive capital.” 2 This is hard to 
reconcile with the proposal to ration the currency of one country, 
thereby imposing exchange control and discrimination upon all the 
others. 

Perhaps the provision for rationing exchange should be taken 
rather as the ultimate sanction against a surplus country and the 








1 U.S. Proposal, III, 6. 2 Ibid., I, 5. 
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main emphasis laid upon other elements in the scheme. Unlike 
the Clearing Union, the Stabilization Fund has power to borrow in 
any member country, with the consent of its Government.! Under 
this rule, a scarce currency could be borrowed and sold without 
limit to all deficit countries which have not exhausted their rights 
to buy fromthe Fund. Thus, provided the Government concerned 
does not withhold its consent, Unitas could arrive at the same 
result as Bancor, loans to the Fund playing the part of a bancor 
credit. A loan to the Unitas Fund, however, would be a far less 
eligible asset than bancor. If, at any time, a creditor country 
wants to use its bancor balance to buy commodities or securities, 
it can buy from any member country it chooses; but if a lender to 
Unitas wants its loan to run off, it can be repaid only in currencies 
of which the Fund happens to have a supply. It could buy only 
to a limited extent from a country which had been continuously in 
balance, and not at all from a country which had itself been 
consistently running a surplus. From the point of view of 
deficit countries this is all to the good, as it would deflect the 
demand of the lending country towards their products and so help 
them to reduce their deficits; but, from the point of view of the 
lender, it means that a loan to Unitas has a much more limited 
purchasing power than a balance with Bancor. Thus in this re- 
spect also the Unitas plan offers less convenience to a potential 
creditor country than the Bancor plan. 

The proposals for correcting a creditor position are similar 
under both schemes. The Unitas Fund has the “ authority and 
the duty to render to the country a report embodying an analysis 
of the causes of the depletion of its holdings of that currency, a 
forecast of the prospective balance of payments in the absence of 
special measures, and finally, recommendations designed to 
increase the Fund’s holdings of that currency.” * No suggestions 
are made as to what type of recommendations would be offered by 
the Fund tothe surplus country. The British White Paper is more 
explicit. Under Bancor, recommendations would include : 


** (a) Measures for the expansion of domestic credit and 
domestic demand. 

(6) The appreciation of its local currency in terms of 
bancor, or, alternatively, the encouragement of an increase in 
money rates of earnings. 

(c) The reduction of tariffs and other discouragements 
against imports. 

(d) International development loans.”’ * 


1 U.S. Proposal, III, 11 and 16 (c). * Ibid., III, 6. | * Cmd. 6437, 6, (9). 
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All these would also be open to the Unitas Fund, and none is 
binding upon the Bancor Union. In this respect, therefore, the 
two schemes amount to the same thing. 

Each, of course, is merely a scheme to regulate the exchanges, 
and, in the nature of the case, a currency scheme cannot solve the 
fundamental problems of international disequilibrium. At best 
it can do no more than create a setting favourable to a solution. 
In particular, the problem which lies before the United States is 
what to do with her prodigious productive capacity—whether to 
use it for home consumption, to use it for the development of other 
countries or to waste it in unemployment. No amount of 
ingenuity in devising currency schemes can influence the main 
issue, which cuts deeply into the internal economic position of 
creditor countries. English economists often point somewhat 
smugly to the history of the nineteenth century, and claim that 
when Great Britain was the leading surplus country she always 
played the game according to the rules and lent her surplus 
lavishly for the development of backward or unpeopled continents. 
This may well be true. But it was not superior benevolence and 
wisdom, or superior insight into economic principles, which 
guided her policy; it was rather the facts of geography. With 
population growing and industry expanding in a narrow space, 
Great Britain needed the development of sourees of raw materials, 
and, even when individual rentiers lost their money, her foreign 
investments were an excellent speculation for the nation as a whole. 
For the United States, with her wide range of primary production 
at home, there is no such unified national interest to be served, 
and no solution of her problem which will not cause internal 
conflicts. To judge by recent experience, purchasing power 
inside the U.S.A. cannot be maintained at a level commensurate 
with productive capacity except by huge Government expenditure, 
which raises political opposition, while lending abroad is objected 
to as mere charity. 

Perhaps the best service which the currency plans can render 
is in the sphere of education. A long step forward will have been 
taken when the world has learned that no country can have 
flourishing export industries without in one way or another 
providing other countries with the means to buy its products. 
Lord Keynes attaches importance to the educative effect of 
Bancor: the plan “will not prevent excessive hoarding from 
doing harm in the long run, since this may cause other countries 
to suffer the anxiety of a growing debit account which would 
eventually reach its permitted maximum. But a country which 
tends to hoard bancor beyond all reason will at any rate be 
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exhibited before the whole world as the make-mischief of the 
piece; and will be under every motive of reason and of benevolence 
and of self-interest to take corrective measures. Nor, I fancy, 
will the hoarding of bancor prove as attractive or as plausible as 
the burying of gold seems to have been, if recent experience is a 
guide.” 1 From this point of view, the intricacies of Unitas would 
not bear so clear a moral. A persistent surplus would show itself, 
at first, by the disappearance of the currency concerned from the 
Fund. Then loans would be raised by the Fund. The Fund’s 
holding of the currency would again run down, and a fresh loan 
would have to be raised. There would be no single sum in the 
books of the Fund, corresponding to a bancor balance, which 
would show the surplus country at any moment just how far it had 
gone. On the other hand, the threat to ration the currency of a 
persistent surplus country, and isolate it from selling in the world 
market, so as to prevent infection from spreading, would teach the 
lesson more sharply than the milder persuasion of Bancor. 

We must now consider the position of deficit countries under 
the two plans. Under Bancor, the general principle is that any 
country may run an overdraft up to a quarter of its quota without 
any deterrent. An average overdraft between a quarter and a 
half of its quota must be paid for at 1 per cent. per annum, and the 
excess over half its quota at 2 per cent. When a debit balance 
reaches half the country’s quota it may be asked to deposit 
collateral, in the form of gold or foreign or domestic currency or 
Government bonds. To obtain permission to increase its debit 
above half its quota it may be required to surrender outright a 
proportion of any separate gold or other liquid reserves which it 
possesses. Its balance may never exceed its quota, and if its 
balance exceeds three-quarters of its quota on the average of a 
year it may be declared in default and be denied further facilities.” 
These provisions are deterrent and would prevent unconscionable 
advantage being taken ofa plan intended to ease genuine difficulties. 
Corrective measures designed to restore equilibrium are also pro- 
vided. A country whose debit balance exceeds a quarter of its 
quota is permitted to depreciate its exchange on its own initiative 
by not more than 5 per cent., but this is once and for all, and cannot 
be repeated without permission from the Union. Asa condition of 
allowing a debit balance of more than half its quota, the Union 
may require a depreciation to any extent it thinks fit, and, 
furthermore, may recommend to the Government of the country 
any internal measures which appear appropriate to restore 


1 House of Lords, May 18, 1943. 2 Cmd. 6437, 6, (8). 
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equilibrium.1 The creation of slump conditions by credit 
restriction would presumably not be amongst the measures 
recommended. 

Under Unitas the rights of deficit countries are much less 
clear-cut, for they depend on the amount of currency subscribed 
to the Fund by surplus countries.2 The upper limit is set by the 
provision that the Fund’s holdings of the currency of any country 
may not exceed its quota during the first year, 150 per cent. of its 
quota during the first two years, and 200 per cent. thereafter.* 
It is not stated whether the country’s original subscription to the 
Fund is included in this total. If so, the country may buy from 
the Fund at the rate of 50 per cent. of its quota for each of three 
years (or perhaps only that part of the subscription which is in 
currency should be deducted; in that case the country may use 
87-5 per cent. of its quota in the first year).4 But unless the world 
happens to be divided equally between surplus and deficit coun- 
tries, or the Fund borrows from surplus countries when it is 
asymmetrically divided, these limits will be ineffective, since 
the supply of currencies to be bought will run out before 
rights to buy have been exhausted. A charge in gold of 1 per 
cent. per annum is levied on the excess holding of currency 
over a country’s quota.5 (No similar charge is made on a surplus 
country. In this respect Unitas is less severe than Bancor upon 
surplus countries.) When a country is exhausting its rights to 
buy (assuming that currencies are available for it to buy) more 
rapidly than the Fund approves, conditions may be placed upon 
further sales to it.6 There is no specific suggestion that these 
conditions might include depreciation, but in other passages 
alterations of exchange rates with the approval of the Fund are 
contemplated.” 

Both plans encourage the control of capital movements by 
national governments ° (though it is not clear how thisis compatible 
with the Unitas prohibition of exchange control®). Under Bancor, 
a deficit country may be required by the Union to introduce 
control, if it has not already done so, as a condition of increasing its 
debit balance beyond half its quota.!° Such control would prevent 
the perverse movements of lending by deficit to surplus countries 
which bedevilled the exchanges between the wars. 

Both schemes are an improvement, from the point of view of 
deficit countries, not only on the gold standard, but also on a 


1 Cmd. 6437, 6, (8). 2 U.S. Proposal, III, 4. 3 Ibid., III, 3 (b). 
* Tbid., II, 4. 5 Ibid., III, 3 (e). * Ibid., III, 3 (d). 
7 Ibid., IV, 4 and VI, 1. 8 Cmd. 6437, 32-36 and U.S. Proposal, VI, 3. 


* Ibid., VI, 2. 19 Cmd. 6437, 6, (8) (b) (ii). 
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regime of free exchanges. The gold standard imposes severe 
deflationary pressure on a deficit country and forces it to redress 
its balance in the most disagreeable and wasteful manner. Each 
scheme provides alternative and less painful methods of redress. 
A system of free exchanges may make redress impossible. It is 
true that, under such a system, a deficit country can depreciate as 
much as it chooses on its own initiative. But all other countries 
are free to retaliate, and in the game of competitive depreciation 
there is no guarantee that the country which most needs to 
depreciate will in fact succeed in getting its exchange rate lowest. 
What is required is a system in which deficit countries can 
depreciate to establish equilibrium, while surplus countries are 
prevented from indulging in “exchange dumping” merely to 
increase their surpluses. A scheme of international control of 
exchange rates, provided that it is genuinely international and is 
not manipulated in favour of particular interests, promises great 
advantages to deficit countries, which would be well worth the 
sacrifice of national autonomy which it involves. 

Let us now consider the use that is made of gold in the two 
schemes. Under Bancor, gold will be accepted by the Clearing 
Union at a fixed price in bancor.! The bancor can be used to 
settle accounts with any member of the Union. Thus gold- 
producing countries, or repentant hoarders, can make use of gold 
to buy what they please, or, if they do not wish to buy, to acquire 
an asset as good as gold. When the Union finds that it has gold 
on its hands, it can require surplus countries to accept it in 
reduction of their bancor balances.2. Thus, in the first instance, 
the customary flow of gold from the bowels of the earth to the 
vaults of the Central Banks would be maintained. Gold mining 
is the archetype of “ digging holes in the ground,” and, as such, 
provides a certain corrective to world slump conditions. It has 
also provided U.S.S.R. with a means of buying useful materials 
and equipment from the foolish capitalist world without sacrificing 
wheat or timber which she can consume at home. There is there- 
fore a strong case (apart from all mysticism) for keeping gold 
mining alive. The Clearing Union, however, would be able to 
lower the price of gold in bancor, and this power could be used 
gradually to kill off the gold-mining industry as more useful forms 
of activity become available to mankind.* 

So long as the bancor price of gold remains unchanged, each 
national currency has a fixed gold equivalent, and members of the 
Union undertake not to buy gold at any higher price. Beyond 


1 Cmd. 6437, 6, (10.) 2 Ibid. 3 Ibid., 31. * Ibid., 6, (4). 
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this, dealings in gold are in no way restricted. It would even be 
possible for a country to maintain an old-fashioned gold currency 
for internal circulation, if it had a mind to doso.! (In that case, 
it would have to control the export of gold; otherwise any member 
of the Union could buy up its gold and oblige it to accept a bancor 
credit in its place.) This might be a convenience for countries 
where credit institutions are undeveloped or where the gold myth 
is still powerful. 

The part played by gold in the Unitas scheme is more compli- 
cated. In the first instance each country subscribes to the Fund a 
proportion of its quota in gold, the subscription being adjusted to 
the size of its gold holding. No provision seems to be made for a 
country which has no gold at all, a case which will be common 
enough in Europe, for presumably the Nazis will have got rid of 
the gold which they have seized from their victims. However 
that may be, it seems that the gold subscribed to the Fund can be 
used only to buy its own currency, when this becomes scarce.* It 
is therefore merely in the nature of a token, and has no significance. 

The Fund has power to buy gold,‘ but it is not obliged to buy, 
nor is any member country. Under this scheme, therefore, 
the gold-mining industry would have to depend, as heretofore, 
upon the willingness of national Treasuries and Central Banks to 
take its produce. There is one provision, however, which modifies 
this conclusion. The Fund may accept deposits in gold, and 
against these it will hold a 100 per cent. reserve in gold.® 
Presumably this would be done by earmarking the gold wherever 
it happened to be, as there is no advantage in the Fund’s incurring 
the expense of a new set of vaults. Deposits will be redeemable 
in gold or in any national currency. Inso far as they are redeemed 
in gold there is no point in making them, but they would provide 
an owner of gold with a means of acquiring a national currency 
which was not directly convertible with gold, so long as the Fund 
was in possession of that currency. However, the currencies 
available to be acquired in this way would only be those of deficit 
countries, so that, although Unitas pays a good deal more respect 
to the gold myth than Bancor, it does not seem to provide the 
owners of gold (whether above or below ground) with equal 
facilities. 

If it were necessary, in the interests of equilibrium, to 
depreciate several deficit currencies, the world price of gold would 
be raised, and a stimulus would be given to gold mining (as 


2 Cmd. 6437, 6, (30). * U.S. Proposal, I, 4. 
2 Ibid., III, 6. « Ibid., III, 1. & Ibid., IV, 3. 
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occurred on a large scale with the depreciations of the ’thirties), 
Conversely, if a surplus country consents to appreciate, gold 
mining is depressed. Under the Bancor scheme it would be a 
simple matter to counteract these effects. If it is appropriate to 
make some depreciations while there is no reason to desire a 
greater rate of gold mining, the bancor price of gold can be lowered 
to a sufficient extent to counterbalance the rise in value of bancor 
in terms of some national currencies. Similarly its price could be 
raised when some currencies appreciate. Under Unitas, each 
currency has a price fixed directly in terms of gold, and “ Unitas ” 
is a gold unit. It would therefore be impossible to keep the price 
of gold constant when one currency is altered without altering all 
the other currencies in the opposite sense. The same results 
could no doubt be attained as under Bancor, but the process would 
be much more complicated. 

The initial choice of exchange rates will raise a formidable 
problem when the war is over. The Unitas scheme seems to 
envisage fixing the rates at a single stroke, but the Bancor scheme 
allows for a period of experiment. 

A special problem will be presented at the end of the war by 
the balances which have arisen from payments from one United 
Nation to another for war supplies. Some of these balances are 
at present wholly or partially blocked, and it is out of the question 
that they should be freed all at once at the end of the war. The 
Unitas scheme provides for their liquidation.2 Let us take, for 
example, sterling balances in London owned by the Government 
of India. The proposal is that the Fund should be free to buy a 
part of these balances from India, and pay for them in currencies 
of other countries to the extent that India needs them immediately 
to meet an adverse balance of payments on income account. The 
rest is paid in rupees out of India’s initial subscription to the Fund. 
This automatically increases India’s right to buy other currencies 
to the corresponding extent. If India is running a surplus on 
income account, the scheme does not apply. Perhaps this may 
be taken to imply the suggestion that a-surplus country has no 
need or right to withdraw abnormal war balances. Repayment 
by Great Britain to the Fund may be postponed for three years, to 
allow a breathing-space. After three years Great Britain must 
repurchase the sterling balances from the Fund, for gold or free 
currencies, at the rate of 2 per cent. per annum for 20 years. 
India also repurchases the balances at the same rate, and the 
sterling thus purchased must be freed in London. From the 


1 Cmd. 6437, 6, (3). 2 U.S. Proposal, III, 9. 
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point of view of India this merely means exchanging one free 
currency for another. From the point of view of Great Britain, 
it means finding gold or free currency to the corresponding extent. 
Thus, in effect, Great Britain is required to pay off 80 per cent. of 
the balances in free currency over 20 years. The disposal of the 
20 per cent. which will remain after 23 years will be the subject 
of consultation between Great Britain and the Fund. Great 
Britain and India must each pay to the Fund gold to the value of 
1 per cent. of the balances in the first instance, and an annual 
charge of 1 per cent. on the outstanding balances thereafter. This 
charge may be regarded, from the point of view of Great Britain, 
as interest on debt; from the point of view of India, as payment 
for the convenience of having the debt redeemed in advance. 

The British White Paper, naturally enough, makes no detailed 
proposals for the repayment of war balances, but merely suggests 
that the Clearing Union might make some special arrangement for 
converting war balances into bancor without putting an undue 
strain upon the debtor countries.? 

Either scheme is filling in only one corner of the general picture 
of reconstruction, and each is intended to operate alongside other 
institutions—in particular an investment board to foster and 
control long-term international lending. To quote the British 
White Paper : ‘‘ The Clearing Union might become the instrument 
and support of international policies in addition to those which 
it is its primary purpose to promote. This deserves the greatest 
possible emphasis. The Union might become the pivot of the 
future economic government of the world. Without it, other more 
desirable developments will find themselves impeded and un- 
supported. With it, they will fall into their place as parts of an 
ordered scheme.” 2? When all is said, the importance of a currency 
system lies in the kind of setting that it provides for the real 
economic forces which must work within it. After the experience 
of modern times no one doubts that a new setting is required. 

Ricardo’s currency proposals were adopted in this country in 
1925. Perhaps, now that history moves at such a pace, the time- 
lag will not be so long before some of these ideas find an expression 
in practice. 

Joan ROBINSON 


Cambridge. 


1 Cmd. 6437, 34. * Ibid., 39. 




















A COMMODITY RESERVE CURRENCY 


Tue gold standard as we knew it undoubtedly had some grave 
defects. But there is some danger that the sweeping condemnation 
of it which is now the fashion may obscure the fact that it also had 
some important virtues which most of the alternatives lack. A 
wisely and impartially controlled system of managed currency for 
the whole world might, indeed, be superior to it in all respects. 
But this is not a practical proposition for a long while yet. 
Compared, however, with the various schemes for monetary 
management on a national scale, the gold standard had three 
very important advantages: it created in effect an international 
currency without submitting national monetary policy to the 
decisions of an international authority; it made monetary policy 
in a great measure automatic, and thereby predictable; and the 
changes in the supply of basic money which its mechanism secured 
were on the whole in the right direction. 


ADVANTAGES OF AN INTERNATIONAL STANDARD 


The importance of these advantages should not be lightly 
under-estimated. The difficulties of a deliberate co-ordination 
of national policies are enormous, because our present knowledge 
gives us unambiguous guidance in only a few situations, and 
decisions in which nearly always some interests must be sacrificed 
to others will have to rest on subjective judgments. Unco- 
ordinated national policies, however, directed solely by the 
immediate interests of the individual countries, may in their 
aggregate effect on every country well be worse than the most 
imperfect international standard. Similarly, though the auto- 
matic operation of the gold standard is far from perfect, the mere 
fact that under the gold standard policy is guided by known rules, 
and that, in consequence, the action of the authorities can be 
foreseen, may well make the imperfect gold standard less dis- 
turbing than a more rational but less comprehensible policy. 
And the general principle that the production of gold is stimulated 
when its value begins to rise and discouraged when its value falls 
is right at least in the direction, if not in the way in which it 
operates in practice. 

It will be noticed that none of these points claimed in favour 
of the gold standard is directly connected with any property 
inherent to gold. Any internationally accepted standard based 
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on a commodity whose value is regulated by its cost of production 
would possess essentially the same advantages. What in the 
past made gold the only substance on which in practice an inter- 
national standard could be based was mainly the irrational, but 
no less real factor of its prestige—or, if you will, of the ruling 
superstitious prejudice in favour of gold, which made it uni- 
versally more acceptable than anything else. So long as this 
belief prevailed it was possible to maintain an international 
currency based on gold without much design or deliberate organisa- 
tion to support it. But if it was prejudice which made the 
international gold standard possible, the existence of such a 
prejudice at least made an international money possible at a 
time when any international system based on explicit agreement 
and systematic co-operation was out of the question. 


New PossIsiuiries 


The decisive change which has occurred in recent times, and 
which has fundamentally altered our prospects and opportunities 
in this field, is the psychological one that the unreasoning 
prejudice in favour of gold, which gave gold what special advantage 
it possessed, has been gravely shaken—though perhaps not as 
much as many people imagine; that in many quarters it has even 
been replaced by an equally strong and unreasoned prejudice 
against gold; and that people generally are much more ready to 
consider rational alternatives. It is therefore important that we 
should seriously reconsider alternative systems which preserve 
the advantages of an automatic international standard with 
freedom from the special defects of gold. One such alternative, 
which has recently been worked out in its practical detail by 
competent students of monetary problems, is in particular of a 
kind which makes it appeal to many who in the past have defended 
the gold standard—not because they regarded it as ideal, but 
because it seemed to them superior to anything else which was 
practical politics. 

Before describing this new proposal it is necessary briefly to 
consider the real faults of the gold standard which we want to 
avoid. They are not mainly those which are most generally 
recognised. The much-discussed “ vagaries’ in the production 
of gold can easily be exaggerated. The great increases in the 
supply of gold in the past have in fact occurred when a prolonged 
scarcity had created a real need for them. The really serious 
objection against gold is rather the slowness with which its supply 
adjusts itself to genuine changes in demand. A temporary 
No. 210.—voL. Lim. N 
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increase in the general demand for highly liquid assets, or the 
adoption of the gold standard by a new country, was bound to 
cause great changes in the value of gold while the supply adjusted 
itself only slowly. And by a sort of delay action the increased 
supplies often became available only when they were no longer 
needed. Not only did these new supplies thus tend to become 
an embarrassment rather than a relief, but the increase of the 
stock of gold in response to a temporary increase in demand 
remained permanent, and provided the basis for an excessive 
expansion of credit as soon as the demand again fell. 

This last point is closely connected with the one really para- 
doxical feature of the gold standard: namely, the fact that the 
striving of all individuals to become more liquid did not put 
society into a more liquid position at all. Yet there are times 
when the desire of the individuals to put themselves in a more 
liquid position expresses a real social need. There will always 
be periods in which increased uncertainty about the future will 
make it desirable that a larger portion of our assets should be 
given forms in which they can be readily converted to the needs 
of what are still unpredictable circumstances. A rational arrange- 
ment of our affairs would require that at such times production 
is in some measure switched from things of more restricted useful- 
ness to the kind of things which will be needed in all conditions, 
such as the most widely used raw materials. The true irony of 
the gold standard is that under its rule a general increase in the 
desire for liquidity leads to the increase in the production of the 
one thing which can be used for practically no other purpose than 
to provide a liquidity reserve to individuals; and of a thing, 
moreover, which has not only very few other uses, but which 
can be supplied in increased quantity only so slowly that an 
increase in the demand for it will act much more on its value 
than on its quantity or, in other words, will cause a general fall in 
prices; while once the supply has increased and the demand 
again falls, the excess supply can be worked off only by a fall in 
its value, or a general rise of prices. 


THe New PRoOposAL 


More rational schemes relying on the use of commodities other 
than gold have often been proposed; but so long as the universal 
prejudice was in favour of gold they were scarcely of practical 
interest. In the present situation, however, at least one of these 
proposals, recently elaborated in detail by two American scholars, 
deserves close attention for its successful combination of great 
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theoretical and practical merits. Mr. Benjamin Graham of New 
York, and Professor Frank D. Graham of Princeton, who had, 
unknown to each other, arrived at very similar ideas, have in 
recent years fully elaborated their proposal in a series of important 
publications. And though at first their plan may appear strange 
and complicated, it is in fact very simple and eminently practical. 

The basic idea is that currency should be issued solely in 
exchange against a fixed combination of warehouse warrants for 
a number of storable raw commodities, and be redeemable in the 
same “commodity unit.” £100, e.g., instead of being defined 
as so and so many ounces of gold, would be defined as so much 
wheat, plus so much sugar, plus so much copper, plus so much 
rubber, etc., etc. Since money would be issued only against the 
complete collection of all the raw commodities in their proper 
physical quantities (twenty-four different commodities in Mr. B. 
Graham’s plan), and since money would also be redeemable in 
the same manner, the aggregate price of this collection of com- 
modities would be fixed, but only the aggregate price and not the 
price of any one of them. In this respect the different com- 
modities would be connected with money not in the way in which 
gold and silver were connected with it under bimetallism, so that 
a unit of money was obtainable either for a fixed quantity of gold 
or for a fixed quantity of silver; but rather as if (according to the 
plan suggested by Alfred Marshall under the name of “ sym- 
metallism ’’) only the price of a certain weight of gold and a 
certain weight of silver together were fixed, but the price of each 
metal by itself allowed to fluctuate. 

With this system in operation an increase in the demand for 
liquid assets would lead to the accumulation of stocks of raw 
commodities of the most general usefulness. The hoarding of 
money, instead of causing resources to run to waste, would act 
as if it were an order to keep raw commodities for the hoarder’s 
account. And as the hoarded money was again returned to 


1 See particularly Benjamin Graham, Storage and Stability, New York 
(McGraw-Hill Book Company), 1937, and Frank D. Graham, Social Goals and 
Ec ic Institutions, Princeton (Primceton University Press), 1942. An almost 
identical proposal seems to have been made earlier by the Dutch economist 
Professor J. Goudrian. I have, however, been able to see only two articles by 
this author entitled ‘‘ Does a raw-material standard lead to strong fluctuations in 
the value of the final products, to uncontrollable accumulation of stocks, and a 
chronical over-production of raw-materials ?’’ which appeared in the Economisch- 
Statistische Berichten (Rotterdam, in Dutch) for October 12th and 19th, 1932, and 
in which the author endeavours to refute certain objections made against a pro- 
posal described earlier in the same journal and apparently also in an article in 
the Dutch" journal De Economist. 
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circulation and demand for commodities increased, these stocks 
would be released to satisfy the new demand. Since the collec- 
tion of commodities could always be exchanged against a fixed 
sum of money, its aggregate price could never fall below that 
figure: and since money would be redeemable at the same (or an 
only slightly different) rate, their aggregate price could never rise 
above that figure. In this respect the aim of the proposal is 
similar to that of the ‘tabular standard ” or the “ index cur- 
rencies,’’ which were at one time much discussed. But it differs 
from them in its direct and automatic operation. It is at least 
doubtful whether the price level of any selection of commodities 
could be effectively kept constant by deliberate adjustments of 
the quantity of money. But there can be no doubt that the 
aggregate price of the selected raw commodities could not vary 
so long as the monetary authority stood ready to sell and buy the 
commodity unit at a fixed price. 

As proposed by its American protagonists the plan is designed 
primarily for adoption on a national scale by the United States. 
The arguments in its favour apply, however, no less to other 
countries. And as the adoption of the plan by several countries, 
who based it, however, on different collections of commodities, 
would produce a new cause of serious instability, it would appear 
that the plan not only could, but, to achieve its ends, ought to 
be adopted internationally—or, what comes in practice to the 
same thing, that it ought to be operated on the same principle 
by all the major countries. The particular collection of raw 
commodities on which Mr. Benjamin Graham’s scheme is based 
(five grains, four fats and oilseeds, three other foodstuffs, four 
metals, three textile fibres, tobacco, hides, rubber, and petroleum) 
and certain other details would have to be modified; but the 
principle raises no serious difficulties to international application. 
In the following outline of the way in which the scheme would 
operate it will be assumed that commodity units of the same 
composition are adopted as the basis of currency at least in the 
British Empire and the United States. 


INTRODUCTION DURING PERIOD OF SLACKNESS 


For reasons which will presently appear, the plan is most 
easily put into operation when a fall of demand threatens. It 
can be made automatically to come into effect at such a time by 
fixing beforehand a buying price for the commodity unit slightly 
below the ruling market value. Once the demand for raw 
commodities then begins to slacken and their prices to fall, the 
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monetary authorities of the participating countries will be offered 
any commodity units which cannot be disposed in the market at 
the fixed price. Their purchases will make up for the fall of 
the industrial demand—and for every amount of money that is 
being accumulated in private hands a corresponding amount of 
raw commodities is accumulated in the warehouses. The demand 
for raw commodities in general is thus maintained—but only the 
demand for the group as a whole, and not that for any particular 
commodity, the output of which may well be excessive and in 
need of curtailment. 

It will be readily seen how the operation of the scheme would 
tend to stabilise the demand for raw commodities. As in the 
past gold-mining used to be the only industry that regularly 
prospered during periods of depression, so the producers of raw 
commodities might under this plan even enjoy in the same 
circumstances a moderate increase in prosperity through being 
able to exchange their products at more favourable terms against 
manufactures. But while gold-mining is far too small an industry 
for its prosperity to have significant effects outside it, the secured 
income of the producers of raw commodities would also go far to 
stabilise the demand for manufactures and to prevent the de- 
pression from becoming serious. The benefit would indeed not 
be confined to the producers of the commodities included in the 
commodity unit. Even a country in which none of these com- 
modities was produced would gain from its operation hardly less 
than the others. So long as it stood ready to buy commodity 
units at a fixed price in its national currency, any money thus 
issued to the producers of raw commodities would be of no use 
to them except for buying the products of the country to which 
they had sold their raw produce. 


A CHECK TO OVER-EXPANSION 


At first it might appear as if the operation of the plan might 
create the danger of serious inflationary expansion. But on 
examination it proves that its effect could not be really infiation- 
ary in any significant sense of that word: whatever monetary 
expansion it would permit could hardly lead either to a general 
rise of prices or to that shortage of consumers’ goods through 
which the most harmful effects of inflation operate. It is, in fact, 
one of the great merits of the scheme that it provides an automatic 
check to any expansion before it can become dangerous. We 
have considered its operation during a depression first because its 
effectiveness during a boom depends on the previous accumulation 
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of commodity stocks such as would take place during a period of 
slackening activity. The manner in which the scheme would 
operate while an improvement in the general outlook leads to a 
mobilisation of the idle cash reserves is, however, no less 
important. 

The aggregate price of the raw commodities making up the 
commodity unit could not rise so long as the monetary authorities 
are able to sell from their stocks at the fixed figure. Instead of 
a rise in prices and a consequent increase in output as demand 
increased, and pari passu with the return into circulation of the 
accumulated money hoards, raw commodities would be released 
from the stocks and the money received for them impounded. 
The savings made by individuals in the form of cash during the 
slack period would not have run to waste, but would be waiting 
in the form of raw commodities ready to be used. In consequence, 
the revival of activity will not lead to an extra stimulus to the 
production of raw commodities which would continue on an even 
keel. There is reason to regard the temporary stimulus to an 
excessive expansion of the production to raw commodities, which 
used to be given by the sharp rise of their prices in boom periods, 
as one of the most serious causes of general instability. This 
would be entirely avoided under the proposed scheme—at least 
so long as the monetary authority had any stocks from which to 
sell. But since it would necessarily possess sufficient reserves to 
redeem all the extra cash accumulated during the period of slack- 
ness (and considerably more if the commodity stocks held by 
governments at the initiation of the scheme were brought in), the 
boom would almost certainly be damped down by the con- 
traction of the circulation before the reserves are exhausted. 


PRACTICAL OPERATION OF THE PLAN 


As has been remarked before, the scheme sounds complicated, 
but is, in fact, exceedingly simple to operate. There would, in 
particular, be no need for the monetary authorities or the Govern- 
ment in any way directly to handle the many commodities of 
which the commodity unit is composed. Both the bringing 
together of the required assortment of warrants and the actual 
storing of the commodities could be safely left to private initiative. 
Specialist brokers would soon take care of the collecting and 
tendering of warrants as soon as their aggregate market price fell 
ever so little below the standard figure, and of withdrawing and 
redistributing the warrants to their various markets if their 
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aggregate price rose above that figure. In this respect the busi- 
ness of the monetary authority would be as mechanical as the 
buying and selling of gold under the gold standard. 

This is not to say that the proposal does not raise numerous 
problems which cannot be fully discussed in this short outline. 
At least the more important of these problems have been con- 
sidered and practicable solutions suggested in the publications 
already referred to. To mention only a few of these points: the 
cost of the physical storage of the commodities could be defrayed 
out of the difference between the prices at which the monetary 
authority buys and sells commodity units. (It should be noticed 
that the cost of storage would not include any interest charge, 
because the loss of interest would be voluntarily borne by the 
holders of the money issued against the commodities.) The 
problems raised by the composition of the commodity unit and 
the periodical changes in it which will become necessary can also 
be solved by the adoption of an objective principle which would 
lift it out of the sphere of political wrangle. Similarly the 
problems of the differences of quality and distinctions according 
to the place of storage and the like do not raise insuperable 
difficulties. It should be remembered in this connection that for 
the purposes of the plan the inclusion of the most important 
variety of any commodity would have nearly the same effect on 
the prices of its close substitutes as if they were themselves 
included. 

Two special points must, however, be mentioned even in so 
brief a survey. The first is the important feature of the plan 
that the monetary authority shall be empowered in precisely 
defined circumstances to accept in place of (or substitute for) 
warrants for stored commodities contracts for future delivery of 
any commodity. This meets the difficulties which would other- 
wise be caused by a temporary shortage of any one commodity 
included in the unit, and makes it possible to use the reserves for 
some measure of stabilisation even of individual commodity prices. 
This would be achieved, eg., by substituting ‘‘ futures” for 
present commodities whenever the current price rose by more 
than a fixed percentage over the “ future ”’ price. 

The second point is that, if it were wished to preserve the value 
of gold or to prevent a too rapid decline of it, it would not be 
difficult to link up the value of gold in such a way with the com- 
modity scheme that, though gold would have no significant effect 
on the value of money, the value of gold would be stabilised at 
the same time with the value of money. Whether this is desirable 
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in view of the interest whole nations have in the preservation of the 
value of gold, and whether it ought to be used to maintain the 
production of gold indefinitely near its present level or rather 
to bring about a gradual but predictable decline of the 
resources devoted to it, is a political problem we need not 
consider here. The important point is merely that there are 
many ways in which gold could be linked with the new scheme if 
desired, without thereby impairing the advantages of the scheme. 
It is probably true to say that all the rational arguments 
which can be advanced in favour of the gold standard apply even 
more strongly to this proposal, which is at the same time free 
from most of the defects of the former. In judging the feasibility 
of the plan it must, however, not be regarded solely as a scheme 
for currency reform. It must be borne in mind that the accumula- 
tion of commodity reserves is certain to remain part of national 
policy, and that political considerations, if no other, render it 
out of the question that the markets for raw commodities should 
in any future for which we can now plan be left entirely to them- 
selves. All plans aiming at the direct control of the prices of 
particular commodities are, however, open to the most serious 
objections and certain to cause grave economic and political 
difficulties. Even apart from monetary consideration, the great 
need is for a system under which these controls are taken from 
the separate bodies which cannot but act in what is essentially 
an arbitrary and unpredictable manner and to make the controls 
instead subject to a mechanical and predictable rule. If this can 
be combined with the reconstruction of an international monetary 
system which would once more secure to the world stable inter- 
national currency relations and a greater freedom in the move- 
ment of raw commodities, a great step would have been taken in 
the direction to a more prosperous and stable world economy. 


F. A. Hayek 
London School of Economics. 























THE OBJECTIVE OF INTERNATIONAL PRICE 
STABILITY 


THERE are two complaints which it has been usual to lodge 
against a rigid gold standard as an instrument to secure stable 
prices. The first is that it does not provide the appropriate 
quantity of money. This is the familiar, old-fashioned criticism 
naturally put forward by adherents of the Quantity Theory. The 
way to meet it is, obviously, to devise a plan for varying appro- 
priately the quantity of gold or its equivalent—for example, the 
tabular standard of Marshall sixty years ago, the compensated 
dollar of Irving Fisher forty years ago, or the commodity standard 
of Professor Hayek expounded in the article printed above. 

The peculiar merit of the Clearing Union as a means of remedy- 
ing a chronic shortage of international money is that it operates 
through the velocity, rather than through the volume, of circula- 
tion. A volume of money is only required to satisfy hoarding, to 
provide reserves against contingencies, and to cover inevitable 
time-lags between buying and spending. If hoarding is dis- 
couraged and if reserves against contingencies are provided by 
facultative overdrafts, a very small amount of actually outstanding 
credit might be sufficient for clearing between well-organised 
Central Banks. The C.U., if it were fully successful, would deal 
with the quantity of international money by making any 
significant quantity unnecessary. Thesystem might be improved, 
of course, by further increasing the discouragements to hoarding. 

On another view, however, each national price-level is primarily 
determined by the relation of the national wage-level to the 
national efficiency ; or, more generally, by the relation of money- 
costs to efficiency in terms of the national unit of currency. And 
if price-levels are determined by money-costs, it follows that 
whilst an ‘‘ appropriate’ quantity of money is a necessary con- 
dition of stable prices, it is not a sufficient condition. For prices 
can only be stabilised by first stabilising the relation of money- 
wages (and other costs) to efficiency. 

The second (and more modern) complaint against the gold 
standard is, therefore, that it attempts to confine the natural 
tendency of wages to rise beyond the limits set by the volume of 
money, but can only do so by the weapon of deliberately creating 
unemployment. This weapon the world, after a good try, has 
decided to discard. And this complaint may be just as valid 
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against a new standard which aims at providing the quantity of 
money appropriate to stable prices, as it is against the old gold 
standard. 

In the field of price stabilisation international currency projects 
have, therefore, as I conceive it, only a limited objective. They 
do not aim at stable prices as such. For international prices 
which are stable in terms of unitas or bancor cannot be translated 
into stable national price-levels except by the old gold-standard 
methods of influencing the level of domestic money-costs. And, 
failing this, there is not much point in an international price-level 
providing stability in terms of an international unit which is not 
reflected in a corresponding stability of the actual price-levels of 
member countries. 

The primary aim of an international currency scheme should be, 
therefore, to prevent not only those evils which result from a 
chronic shortage of international money due to the draining of gold 
into creditor countries but also those which follow from coun- 
tries failing to maintain stability of domestic efficiency-costs and 
moving out of step with one another in their national wage- 
policies without having at their disposal any means of orderly 
adjustment. And if orderly adjustment is allowed, that is 
another way of saying that countries may be allowed by the 
scheme, which is not the case with the gold standard, to pursue, if 
they choose, different wage policies and, therefore, different price 
policies. 

Thus the more difficult task of an international currency 
scheme, which will only be fully solved with the aid of experience, 
is to deal with the problem of members getting out of step in 
their domestic wage and credit policies. To meet this it can be 
provided that countries seriously out of step (whether too fast or 
too slow) may be asked in the first instance to reconsider their 
policies. But, if necessary (and it will be necessary, if efficiency 
wage-rates move at materially different rates), exchange rates 
will have to be altered so as to reconcile a particular national 
policy to the average pace. If the initial exchange-rates are 
fixed correctly, this is likely to be the only important dis- 
equilibrium for which a change in exchange rates is the appropriate 
remedy. 

It follows that an international currency scheme can work to 
perfection within the field of maintaining exchange stability, and 
yet prices may move substantially. If wages and prices double 
everywhere alike, international exchange equilibrium is undis- 
turbed. If efficiency wage-wages in a particular country rise 
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ten per cent. more than the norm, then it is that there is trouble 
which needs attention. 

The fundamental reason for thus limiting the objectives of 
an international currency scheme is the impossibility, or at any 
rate the undesirability, of imposing stable price-levels from with- 
out. The error of the gold-standard lay in submitting national 
wage-policies to outside dictation. It is wiser to regard stability 
(or otherwise) of internal prices as a matter of internal policy and 
politics. Commodity standards which try to impose this from 
without will break down just as surely as the rigid gold-standard. 

Some countries are likely to be more successful than others in 
preserving stability of internal prices and efficiency wages—and 
it is the off-setting of that inequality of success which will provide 
an international organisation with its worst headaches. A 
communist country is in a position to be very successful. Some 
people argue that a capitalist country is doomed to failure because 
it will be found impossible in conditions of full employment to 
prevent a progressive increase of wages. According to this view 
severe slumps and recurrent periods of unemployment have been 
hitherto the only effective means of holding efficiency wages 
within a reasonably stable range. Whether this is so remains to 
be seen. The more conscious we are of this problem, the likelier 
shall we be to surmount it. 

KEYNES 















INDUSTRIALISATION OF AGRICULTURAL COUNTRIES 
AND THE POSSIBILITIES OF A NEW INTERNA- 
TIONAL DIVISION OF LABOUR. 


1. THE purpose of this paper is to analyse the possibilities of an 
international division of labour based mainly on differences in 
human skill, and not mainly on natural resources, as was the 
case in the past. The exchange of raw materials for manu- 
factured goods was partly the result of “‘ planning ” by nature. 
Countries producing raw materials are, however, changing their 
economies and are producing more and more manufactured 
goods. The satisfactory solution of the problem, raised by the 
growth of industrialisation, depends to a large extent on the 
nature and scope of adjustments, both in old and in newly 
industrialised countries. 

2. The foreign trade of Great Britain in the nineteenth 
century was the result of such an adjustment. Britain con- 
sciously abandoned the production of food in order to take it 
(together with raw materials) from overseas countries in exchange 
for manufactured goods. It is frequently said that the indus- 
trialisation of various countries upset that balance and is respon- 
sible for the downward trend of Britain’s trade in the last few 
decades. The first part of the statement is probably true to 
some extent; the second part, however, seems to apply only 
to some industries, mainly those producing goods of only simple 
manufacture, as the industrialisation of European and overseas 
countries, although creating great difficulties for some trades, 
was nevertheless also the condition for the export of British 
goods of finer quality and complicated design. However, is a 
new balance, a new division of labour possible between Great 
Britain and countries producing foodstuffs and raw materials? 
Before answering this question it would be useful to analyse, 
for example, the reasons for the success of German and Japanese 
competition. 

3. The value of exports of manufactured goods usually forms 
at first only a small fraction of the value of internal production; 
and a country with a large internal market for low-quality goods 
is more likely to compete successfully in countries with a demand 
for similar goods, than one whose internal markets are mainly 
in goods of higher quality, because less adaptation of production 
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processes to export requirements will be needed in the former 
case. 

For example, Britain improved her cotton industry con- 
siderably in the course of the nineteenth century, and began to 
) produce goods of higher quality to be sold mainly in Britain 
and other countries, which in the course of their industrialisation 
had created classes with a high standard of living similar to the 
British. On the other hand, the newly industrialised countries, 
firss Germany and then Japan, began to specialise in cheap 
goods, suitable for the mass of their populations and the back- 
ward countries producing raw materials. German export of 
cotton goods in the 1890’s consisted almost entirely of cheap 
products, whereas only one-third of British exports consisted of 
lower-quality goods.1 A. W. Flux said in 1897, in an article on 
German competition, that ‘‘ our trade outside the British Empire 
shows extremely satisfactory expansion, but our exports to our 
colonies appear to be dwindling.” 2 The standard of living of 
the colonial countries did not rise enough to render convin- 
cing the argument of the English merchant who said, “ This 
is the best article of its kind; take it or leave it, but it is the 
cheapest in the long run.” ? 

The success of Japan’s competition against Britain, Germany 
and other advanced countries had the same roots as the previous 
competition of Germany against Britain. Mr. Barnard Ellinger 
attributes the Japanese success not to the difference in labour 
costs, but to the fact that “‘ Japan understood how to satisfy 
the world’s demand for cheap bulk cloth by using a type of raw 
material which, although not as good as what we use, is sufficiently 
good to satisfy the world’s requirements.” * Mr. G. E. Hubbard 
endorses this opinion, concluding that “in the past Japan’s 
greater concentration upon low-quality cotton made from cheap 
raw material has been no small part of the cause of her success in 
winning British markets.’””* We may say, in other words, that 
Japan’s success was greatly due to the low purchasing power of 
the population in the European colonies and semi-colonies. It 
is interesting to note in this connection that it was precisely 
during the crisis 1929-32 which particularly affected the countries 
producing raw materials and foodstuffs that Japanese exports 













































1 A. W. Flux, Economic Journat, September 1894. 

2 Idem, ibid., March 1897. 

* J. Roy. Stat. Soc., 1930, Part II. (Japan imports a considerable quantity 
of Chinese cotton, Great Britain practically none; the competition between 
Japan and Great Britain in cloths made of Egyptian cotton has not been serious.) 
‘ G. E. Hubbard, Hastern Industrialisation, etc., pp. 79-80. 
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gained their momentum. The following tables ' illustrate this 
development. 


TaBLE I. 
British and Japanese Exports of Cotton Piece Goods. 
(000’s quintals.) 





Exports from | 1928. | 1929. | 1930. | 1931. | 1932. | 1933. | 1934. 1936. | 1936. 





















































UK. . . | 3,248 | 3,140 | 2,115 | 1,518 | 1,944 | 1,778 | 1,770 | 1,760 | 1,811 
Japan . . | 1,419 | 1,791 | 1,572 | 1,414 | 2,032 | 2,090 | 2,577 | 2,725 | 2,710 
TaBeE II. 

Imports of Cotton Piece Goods into British India. 

(In mill. sq. yards.) 

Imports from 1929. | 1931. 1933. 1935. | 1936. 
UK. . , . | 1,406 408 496 572 448 
Japan . i * 581 404 452 562 489 
Taste ITI. 


Imports of Cotton Tissues into the Netherlands East Indies. 
(In mill. guilders.) 




















Imports from | 1931. | 1932. | 1933: | 1934. | 1935. | 1936, 
Ja . r . | 385 38-3 47-7 44-6 36-3 31-7 
UK. 4 : .| 10-1 8-5 4-2 2-7 2-0 4:6 
Netherlands. . | 23-0 13-6 4:5 6-2 7-2 9-7 

TABLE IV. 


Miscellaneous Imports from Japan into the Netherlands East Indies 
Expressed as Percentages of All Imports of Each Class. 








1931. 1933. | 1936. 
Iron manufactures. _ 12 34 33 
Clothing . . = . 42 61 62 
Bicycles and parts. ‘ 29 64 56 
Toys ° e . . 60 79 71 
Lamps and parts . . 28 44 28 











1 G. E. Hubbard, Hastern Industrialisation, etc., pp. 7, 383-385, 389. 











ad ei ae ae ee oe te oe 


oQoeoesrsoconu e —o 














1943] INDUSTRIALISATION OF AGRICULTURAL COUNTRIES 191 









































TABLE V. 
Imports of British and Japanese Cotton Textiles into the British 
Colonial Empire. 
(Quantities : Mill. yards.) 
bai — —_ To Malaya. To Ceylon. 
From From From From From From 
U.K. Japan. U.K. Japan. U.K. Japan. 
1929 2 : 23-6 32-6 86-0 34-7 27-5 8-2 
1931 ‘i é 13-0 50-5 21-6 49-8 16-0 23-7 
1933 ‘ ; 11-7 78-2 25-9 99-5 9-6 41-4 
(Mill. sq. yards.) (Mill yards.) 
To West African To West Indian 
markets. markets. 
From From From From 
U.K. Japan. U.K. Japan. 
1929 . | 18d | wns 21-9 ae 
1931 ; ‘ 86-4 1-0 20-9 0-2 
1933 ; : | 113-5 | 15-6 28-0 10-2 








We may answer the question put forward above as follows : 
unless the raw-material-producing countries are industrialised ! 
and the standard of living of their populations is raised, no new 
division of labour between Great Britain and these countries 
will be possible, and Britain’s export trade will compete on 
disadvantageous terms with other countries whose internal struc- 
ture is more similar to that of the undeveloped countries. The 
only offsetting policy seems to be the replacement of the indi- 
vidual manufacturer (who tries to sell everywhere) by industries 
which produce low-quality goods en masse and specialise in 
exports to special areas with low standards of living.? 


1 Under industrialisation we understand an increase in the amount of capital 
equipment and productivity per employed person and variety of goods. 

* Japan exported in 1929-33 on the average 54 per cent. of her production 
of cotton tissues, mainly coarse qualities, almost entirely to Asiatic countries 
(Kyoto University Economic Review, July 1938). Britain exported to the same 
area in 1924 34 per cent., in 1930 25 per cent. and in 1935 14 per cent. of her 
production of cotton yarns and manufactures of various qualities (value of 
exports, deflated by 6 per cent. representing the cost of transport from factory 
to port, expressed as percentage of value of gross output according to the Census 
of Production, 1924, 1930, and 1935, see Daniels and Campion, London and 
Cambridge Economic Service, Special Memorandum No. 41). 
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4. It is often assumed that industrialisation has as its con- 
sequence the stoppage of imports, as the industrialised country 
can produce everything for herself. The late Lord Stamp was 
of the following opinion : 


** Between Great Britain in the nineteenth century and 
the Dominions and America there was the relationship 
between a relatively advanced industrial country and a 
developing country. They were in complementary stages. 
But today vast commercial obligations are being made as 
between countries that are to a great extent on an equal 
industrial plane, that is to say, nations which are making 
the same kind of goods in the same way for the same kind 
of markets. Loans assume a completely new aspect when a 
new country by its financial operations is immediately 
equipping another country to be competitive with it in the 
world’s markets and not merely complementary. Nor is 
payment expected in classes of goods and materials which 
are quite different from those the lender produces.” 4 


If we consider the process of industrialisation as a process 
which stops at a certain point, and assume that Britain has 
reached that point, then any other complementary stages than 
those described by Lord Stamp, with industrialisation overseas 
going on, are not possible, and the outlook for British exports 
is rather gloomy. But it is not necessarily the case that indus- 
trialisation stops at a certain point. If Britain makes simul- 
taneous efforts in industrialisation? she will probably not be 


1 Political Science Quarterly, September 3, 1930. 

2 Mr. A. Loveday says in his Britain and World Trade, 1931, p. 149: ‘“ We 
are today standing still or are slowly crawling forward in a progressive world,” 
and quotes the report of the British Mission to Argentine as follows: ‘‘. . . in 
South America, while in some departments—particularly old-established busi- 
nesses—we have retained our original position, in new departments of trade we 
have been completely outdistanced. In new forms of transport it is the same. 
We have excelled in railroad construction and shipbuilding; others have taken 
the place which might have been ours in aviation, road construction and other 
transport,” and he concludes, ‘‘ Likewise others have taken the place which 
might have been ours in, for instance, the markets for wireless or photographic 
apparatus, scientific instruments and agricultural machinery, etc. It is on 
these new and growing industries that the prosperity of highly industrialized 
countries must ultimately depend. . . . The future lies with the countries whose 
whole economic organization is the most mobile, with those which have the 
imagination to foresee future needs, the courage to scrap obsolete plant and the 
skill to adopt and adapt new inventions ”’ (pp. 170 and 177). A 1941 paper of 
the American National Planning Association on “‘ Britain’s Trade in the Post- 
War World ” says: ‘‘ The ultimate salvation of British export industry must be 
found in the development of products which that industry can make cheaper 
and better than the rest of the world—industrial specialities which will do for 
the United Kingdom what business machines, road-building equipment, mass- 
produced automobiles have done for the United States; machine tools and dye- 
stuffs for pre-war Germany; watches and cheese for Switzerland.” 
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surpassed by others who begin now at a lower rung of the ladder. 
Alfred Marshall wrote more than thirty years ago : 


“‘ England will not be able to hold her own against other 
nations by the mere sedulous practice of familiar processes. 
These are being reduced to such mechanical routine by her 
own, and still more by American, ingenuity that an English- 
man’s labour in them will not continue long to count for 
very much more than that of an equally energetic man of a 
more backward race. Of course, the Englishman has access 
to relatively larger and cheaper stores of capital than any 
one else. But his advantage in this respect has diminished, 
is diminishing, and must continue to diminish; and it is 
not to be reckoned on as a very important element in the 
future. England’s place among the nations in the future 
must depend on the extent to which she retains industrial 
leadership. She cannot be the leader, but she may be a 
leader. 

“The economic significance of industrial leadership 
generally is most clearly illustrated just now by the leader- 
ship which France, or rather Paris, has in many commodities 
which are on the border-line between art and luxury. New 
Parisian goods are sold at high prices in London and Berlin 
for a short time, and then good imitations of them are 
made in large quantities and sold at relatively low prices. 
But by that time Paris, which had earned high wages and 
profits by making them to sell at scarcity prices, is already 
at work on other things which will soon be imitated in a like 
way. Sixty years ago England had this leadership in most 
branches of industry. The finished commodities and, still 
more, the implements of production, to which her manu- 
facturers were giving their chief attention in any one year, 
were those which would be occupying the attention of the 
| more progressive of Western nations two or three years 
| later, and of the rest from five to twenty years later. It 
: was inevitable that she should cede much of that leadership 
to the great land which attracts alert minds of all nations 
to sharpen their inventive and resourceful faculties by im- 
pact on one another. It was inevitable that she should 
yield a little of it to that land of great industrial traditions 
which yoked science in the service of man with unrivalled 
energy. It was not inevitable that she should lose so much 
of it as she has done.” ? 





A 


There is no vital necessity for Britain to retain the production 
of certain goods of simple manufacture, and her trade with over- 
seas countries could assume a higher division of labour by a 
planned exchange of manufactured products of greater value 


Vv = == we | 


1 Fiscal Policy of International Trade, House of Commons Paper, No. 321, 
1908 
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and quality against foodstuffs, raw materials and manufactured 
goods of simple design.1 Mass production of the latter requires 
only a few technicians and skilled workers, whereas complicated 
engineering and other products require a very high proportion 
of skilled workers, the lack of which can only be eased by imports 
of foreign labour and/or by a large-scale training which requires 
time (during which the older industrialised countries can increase 
the skill of their population). 

Production requires plant, raw material and labour (including 
technical and managerial skill), and it is the educational level 
and the occupational structure of the population which are the 
most important factors (plant depends on labour, and the syn- 
thetic production of an increasing gumber of raw materials is 
nowadays possible, and depends in turn on the knowledge and 
inventiveness of the population). If, say, a country which 
hitherto imported coarser cotton goods or lighter engineering 
products begins to train its population and to produce these 
goods at home (with the help of foreign capital equipment), it 
creates difficulties for the country which hitherto supplied these 
goods. Unemployment, as in the past it has been, may be the 
result; 2 but these workers could be trained as well, and could 
produce better and newer goods to replace the old exports by 
new lines, facilitated precisely by the industrialisation of the 
importer. The crucial problem is human skill, and it is a mis- 
take to believe that workers rendered unemployed by the estab- 
lishment of new industries overseas should emigrate there. Sir 
Cecil Weir says : 

“Instead of exporting cotton piece goods, textile machinery 
was in some cases being exported. That showed even in 
pre-war times the way in which the wind was blowing, 
and ... it gave a good deal of support to the view of 
quite a number of people that if secondary industries were 
going to continue to be developed in other countries as 
they were already being developed, there would have to be 
a much greater migration of population in order to provide 
permanent work for people who had hitherto chosen to 


1 In this way capital exports in form of loans would be repaid by imports, 
and the question of foreign investment eased. In the past a close link existed 
between capital supply and the development of exports; there was, however, no 
connection between investment and amortisation services on credits and the 
exports of the debtor country. 

2 A lowering of the standard of living in Great Britain would make the 
country more vulnerable to imports of cheap and low-quality goods. The 
volume of retained imports of articles wholly or mainly manufactured increased 
in 1924-31 by 39 per cent., whereas their value decreased by 33 per cent. 
(Macrosty, J. Roy. Stat. Soc., 1932, Part IV). 






















































1943] INDUSTRIALISATION OF AGRICULTURAL COUNTRIES 195 


reside in countries like Great Britain which relied for their 
prosperity on continuing to be great industrial countries.” } 

The exportation of skilled labour would deprive an old indus- 
trialised country of its best means necessary for the adjustment 
of its industry to new export requirements; it would, on the 
other hand, facilitate a large-scale industrialisation of the import- 
ing country, shorten the time-lag in the economic development 
of the two countries and diminish the possibilities for an exchange 
of goods of different description and quality. The emigration 
of some proportion of qualified workers might, however, in special 
circumstances be necessary and advantageous for both sides 
(e.g., the industrialisation of the United States and British 
Dominions). 

5. Secondary industries cover an enormous field and a variety 
of products; in many cases their existence in two countries does 
not necessarily mean competition; they might even be comple- 
mentary and produce different goods or goods of different quality. 
; We frequently meet the phenomenon that countries with a 
; relatively high proportion of international trade per head of 
population export and import what are apparently the same 
l commodities. This seems chiefly due to the differing qualities 
(sometimes inferior, sometimes superior) of the imported goods 
; suited to different classes of the population. We make an 
attempt in the Appendix to analyse the quality and changes in 
. some commodities imported and exported to and from certain 
r countries. We may make a general statement that the more a 
country is industrialised the better it can produce goods of higher 
quality. Different levels of education and varying proportions 





4 of skilled workers and technicians in certain occupations have, 
, however, resulted in countries with even the most progressive 
f economy being unable to produce the best quality in everything. 
a Germany, for example, exports watches and clocks of inferior 
: quality and imports the same of higher quality (the total value 
le of exports exceeding that of imports), whereas the United King- 
0 dom exports watches of high quality and imports watches of 
“ low quality (the value of exports being negligible as compared 
ad with the value of imports). Germany exports electrical machinery 
no of a superior quality and imports the same of an inferior quality, 
‘ and the U.K. exports electrical machinery of an inferior quality 
he and imports the same of a superior quality. 

he Secondary industries offer possibilities of large-scale special- 


isation in certain products which other countries are quite unable 
1 J. Roy. Stat. Soc., 1940, Part IV. 
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to manufacture. Japan was perhaps learning how to produce 
coarse cotton and other goods, but had to import the compli- 
cated high-quality machinery which she was still unable to 
produce herself. The same applies to the other newly indus- 
trialised countries which establish secondary industries. They 
will be unable to produce many goods, and although learning to 
produce them one by one, they will still be behind those countries 
which continue to progress and to develop industries producing 
newer and better capital and consumption goods. 

6. The industrialisation of a country, however, holds some 
dangers for other countries, if the production of manufactured 
goods is undertaken mainly for foreign and not for home con- 
sumption, or if the bulk of the population does not benefit from 
the increase in the national income associated with industrialisa- 
tion. The lack of an increase in the purchasing power of the 
population will result in the attempt to export the produce of 
the newly created industries and in the decrease of imports of 
consumer goods (relatively to raw materials). The indus- 
trialisation of a backward country might in such conditions 
result in a contraction instead of an expansion of the world 
market for manufactured goods, and it seems, therefore, that 
plans for international investment and export of capital, for 
instance to South America or Eastern Europe, should be linked 
up with plans for social improvements to be undertaken there 
simultaneously with industrialisation, creating thus larger markets 
for foreign goods and lessening the tendency to export abroad 
the produce of the new industries. 

H. FRANKEL 
Institute of Statistics, 
Oxford. 


APPENDIX. 


Statistics of International Trade do not show changes in the 
quality of exchanged products, and a change in average values ! 
is usually assumed to indicate a change in prices. The increase 
in the average value of an exported bicycle might, however, be 
entirely due to the fact that a country is exporting more bicycles 
of higher quality (the price of which might have even fallen); 
in the absence of a quality classification, however, the increase 
in the average values of the exported bicycles will be included 
in the calculation of indices of export prices and Terms of Trade. 

It is possible, we think, to analyse the change in average 
values in such a way as to give also an approximate indication 

1 The quotient of the total value divided by the quantity of one or a group 
of commodities. 
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TABLE VI. 


Average Values of Exports Expressed as Percentages of the Average 
Values of Imports of Certain Goods. 











Percentage 
Exports. Imports. Export, | Import, | Export 
Average Average | Value to 
Value. Value. mg 
Quantity. | Value. | Quantity.| Value. Value. 
(1) (2) (3) (4) (5) (6) (7) 
000’s £000 000’s £000 £ per 100 | £ per 100 


UNITED KINGDOM. 





Clocks. 
1913 ° 20 37 2,271 410 185 18 1,028 
1921-25 . 16 54 3,776 668 338 18 1,878 
1926-30 . 18 49 2,875 471 272 16 1,700 
1931-35 . 37 44 3,224 409 119 13 915 
1938 ° 53 72 4,106 534 136 13 1,046 
Watches. 
1913 ° 6 6 3,863 1,090 100 28 357 
1921-25 . 5 7 3,470 938 140 27 519 
1926-30 . 7 9 4,336 3 129 22 586 
1931-35 . 7 4 4,889 915 57 19 300 
1938 ° 17 16 7,352 1,122 94 15 627 
Boot- and Shoe-making Machinery. 
1913 to tons £ per ton | £ per ton 
1921-25 617 165 255 71 267 96 
1926-30 625 166 278 84 266 302 88 
1931-35 545 153 353 85 1 241 117 
1 456 167 518 112 366 216 169 
Dairy Machinery, Cream Separators 
1913 ° _ — — _ _ _ _ 
1921-25 . 154 42 455 77 273 169 162 
1926-30 . 184 41 397 62 223 156 143 
1931-35 . 330 72 122 28 218 230 73 
1938 ° 308 76 50 18 247 360 69 
Electrical Machinery. 
1913 ° _ _— _ _ _- ae — 
1921-25 24 4,790 4 200 234 85 
1926-30 40 6,383 6 1,520 160 253 64 
1931-35 24 3,588 2 149 197 76 
1938 45 7,894 2 444 175 222 79 
Mining Machinery—Coal Cutters. 
1921-25 "231 "1 “466 “128 “307 “275 112 
926-30 358 85 213 57 237 268 
1931-35 489 98 19 380 3 
572 124 83 1l 217 133 163 
Textile Machinery—for sp g and twisting 
1913 . —- — — —_ — _— on 
1921-25 . | 105,287 13,661 605 115 130 190 68 
84,844 8,153 2,183 317 96 145 66 
1931-35 43,753 3,955 5 171 90 134 67 
49,005 5,671 781 133 116 170 68 
Total Machinery 
000 tons 000 tons 
1913 ° 589 33,602 83 5,961 49 72 68 
1921-25 . 464 52,900 53 8,864 114 167 68 
1926-30 . 519 50,099 95 14,961 97 157 62 
1931-35 . 324 32,224 62 10,858 99 175 57 
1938 " 459 57,868 121 20,894 126 173 73 
Total Cotton Piece Goods. 
1918 000 cwt. 000 cwt. £000 per 000 cwt. 
1921-25 : 6,806 | 144,379 131 2,717 21 21 100 
1926-30 . 6,013 98,783 251 4,226 16 17 94 
1931-35 . 3,453 40,052 118 1,460 12 100 
1938 ° 2,589 31,961 159 1,515 12 10 120 
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TaBLE VI (continued). 
Percentage 
Exports. Imports. Export, Import, Rxport’ 
Average Average Value to 
Value. Value. Import 
Quantity. Value. Quantity. Value. Value. 
(1) (2) (3) (4) (5) (6) (7) 
tons 000 RM. tons 000 RM. RM. per ton | 
GERMANY, 
Cotton Tissues. 
1913 ‘ 70,568 446,500 10,153 71,620 6,327 7,054 90 
1923-25 . 36,733 419,513 19,398 206,110 11,421 10,625 107 
1926-30 . 34,498 409,220 13,988 124,930 11,862 8,931 133 
1931-35 . 16,382 136,400 5,202 32,920 8,326 6,328 132 
1937 7 24,230 86,100 5,010 23,600 3,553 4,711 75 
Textile Machinery. 
1913 = 73,795 107,590 25,515 20,990 1,458 823 | 177 
1923-25 . 48,168 112,000 8,539 16,070 2,325 1,882 124 
1926-30 . 63,789 159,860 16,732 29,000 2,506 1,733 145 
1931-35 . 32,783 65,800 2,712 6,760 2,007 2,493 | 81 
1937... — “= — — — -- — 
Electrical Machinery 
1913 ’ 41,889 64,400 2,414 3,560 1,637 1,475 104 
1923-25 . 25,260 50,430 1,703 3,580 1,996 2,102 95 
1926-30 . 31,465 84,590 3,997 11,110 2,688 2,780 97 
1931-35 . 19,630 51,050 1,635 4,180 2,601 2,557 102 
1937 ‘ _ - _ — _ _ — 
Watches 
1913 ‘ 8,325 28,190 204 29,470 3,386 144,461 2 
1923-25 . 9,353 50,230 91 14,840 5,370 163,077 3 
1926-30 . 9,131 56,400 146 21,200 6,177 145,205 4 
1931-35 . 6,481 33,660 82 8,030 5,194 97,927 5 
1937 ‘ 8,200 37,900 40 7,100 4,622 177,500 3 
SWIT7ERLAND. 
tons | mill. Fr. | tons | mill. Fr. |Fr. perton| Fr. per ton | 
Cotton Tissues 
1913. 4,510 36-5 7,740 43-8 8,093 5,659 143 
1920 = 7,830 227-8 5,980 122-1 29,093 20,590 141 
1929 7 6,220 98-9 3,340 34-4 15,900 10,299 154 
1935 = 6,240 49-1 4,500 26-2 7,869 5,822 135 
1938 . 5,560 61:8 3,250 24-9 11,115 7,662 145 
Instruments. 
1913 2,100 15-0 1,740 14-7 7,143 8,448 85 
1920 ; 3,290 47-9 2,420 38-6 14,559 15,950 91 
1929 . 6,660 66°3 4,180 54:3 9,955 12,990 77 
1935 2,220 28-6 1,840 24:5 12,883 13,315 97 
1938 3,670 55-6 1,600 28-9 15,150 18,063 84 
Machinery 
1913 55,790 98-0 32,990 44-8 1,757 1,358 129 
1920 66,910 278-4 42,490 4,161 2,205 189 
1929 76,750 238-3 41,500 101-7 3,105 2,451 127 
1935 32,460 96-0 18,010 45-9 2,957 2,549 116 
57,410 23-5 18,380 65:5 3,545 3,564 99 


























of changes in quality. If there is a great difference between 
the exports and imports of the same commodity (e.g., the export 
price 100, the import price 20 as expressed in the same currency), 
then it is reasonable to assume that the higher price of the 
exported product is at least partly due to higher quality. For 
instance, the average value of a ton of iron and steel manu- 
facture exported from the U.K. is twice as much as the average 
value of an imported ton; in China, on the other hand, it is 
only 50 per cent., and this is undoubtedly due to a different 
quality of the iron and steel manufactures imported and exported; 
time series of proportions of the export price to the import price 
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of a certain commodity will give us a slight indication whether a 
country is adapting itself to the demand for higher- or lower- 
quality goods abroad, and also to a certain point as to the rela- 
tive progress of industrialisation of the country. For example, 
the relation of the export price to the import price of cotton 
tissues changed in Switzerland from 143 per cent. in 1913 to 
135 per cent. in 1935, in Germany from 90 per cent. in 1913 to 
115 per cent. in 1935. We might, therefore, perhaps conclude 
that the industrialisation of Germany in respect to cotton tissues 
between 1913-35 proceeded faster than that of Switzerland and 
that the contrast between the movements in the quantities of 
cotton tissues exported from Germany and from Switzerland 
(i.e., Germany : 70,568 tons in 1913, 14,011 tons in 1935; Switzer- 
land: 4,510 tons in 1913, 6,240 tons in 1935) might partly be 
explained by the change in the quality of the exported cotton 
tissues. We will also eliminate to a certain extent price oscilla- 
tions when comparing indices of export average values of different 
products of one country. 

The above tables suggest the following conclusions : 

(1) Even highly industrialised countries import and export 
the same kind of goods, and this fact seems to be due mostly 
to differing qualities of the manufactured products. In some 
years a country is able to produce and to export a given product 
of a higher quality than the imported product, in others it is 
importing goods of higher quality and exporting the same kind 
of goods of an inferior quality. For instance, the United King- 
dom exported in 1921-25 cream separators at an average value 
of 62 per cent. higher than the average value of imported cream 
separators, whereas in 1938 the export average value was 31 per 
cent. lower than the import average value. It seems, therefore, 
that in 1938 the United Kingdom probably lagged behind in the 
production of higher-quality cream separators. The opposite is 
the case with regard to boot- and shoe-making machinery: in 
1938 the United Kingdom was producing and exporting machines 
of a better quality than she was importing from abroad. 

(2) Similarly, a comparison of export and import average 
values suggest that before the present war Germany was export- 
ing electrical and textile 1 machinery of a higher quality than 
the United Kingdom. 

(3) The influence of changes in quality is reflected in changes 
in the quantity and value of exports and imports of certain 
goods. We notice, for example, a considerable increase both in 
exports and imports of electrical machinery in the United King- 
dom between 1921-25 and 1926-31, and in Germany between 


1 An official German investigation analysing the competition between Ger- 
many and Great Britain attributed the success of German competition in the 
export of textile machines to the fact that Germany was able to supply new 
and finer machines (e.g., special looms, dressing machines, stocking frames) to 
old industrialised countries which were going over to production of textile goods 
of higher quality, whereas Great Britain limited her exports to the old kinds of 
textile machines mainly to be sold in Asiatic countries (Enquete Ausschuss 1932, 
Der Deutsche Aussenhandel, Vol. II, p. 185). 
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1923-25 and 1926-31 (Table VI). The quantity of electrical] 
machinery exported from the United Kingdom increased by 
67 per cent., its value by 33 per cent., the quantity of electrical 
machinery imported into the United Kingdom increased by 50 
per cent., its value by 62 per cent. On the other hand, the 
quantity of electrical machinery exported from Germany increased 
from 1923-25 to 1926-31 by 25 per cent., its value by 68 per 
cent.; in the same period the quantity of electrical machinery 
imported into Germany increased by 135 per cent., its value by 
210 per cent. It is probable that the increase in the value of 
German exports—twice as great as the British—was due to the 
fact that perhaps Germany appreciated better than Britain the 
foreign demand for higher quality electrical machinery (the 
German export average values increased by 35 per cent. between 
1923-25 and 1926-31, the British export average values decreased 
by 20 per cent. between 1921-25 and 1926-31). The larger 
increase in the value of German imports of foreign electrical 
machinery of higher quality (the German import average values 
increased by 32 per cent. between 1923-25 and 1926-31, the 
British import average values increased by 8 per cent.) shows 
that Germany was also a better market for foreign electrical 
machinery of high quality. 

Table VII shows interesting results with regard to British 
exports of cotton piece goods and hosiery and knitting goods. 
The index of export average values of cotton piece goods fell 
between 1921 and 1938 much below the Board of Trade index, 
but nevertheless the total value and quantity of export shrank 
considerably. On the other hand, the index of average export 
values of hosiery and knitting goods rose considerably, and the 
total value of export increased threefold, and the quantity 
doubled. There is no doubt that during the last twenty years 
Britain has been exporting hosiery and knitting goods of increas- 
ingly finer quality, and that the rise in the total export value of 
these goods was the result of being able to export higher qualities. 

A different example is furnished by the export data of photo- 
graphic cameras. Their price fell much more than the Board of 
Trade index, and we may assume that since 1931 Britain has 
been exporting cameras of lower quality suitable for certain 
markets, and this brought a more than threefold increase in the 
total value of exports. 

Since Ricardo and his successors the theory of international 
trade emphasised the dependence of the exchange of goods on 
differences in the relative costs of producing the various com- 
modities in different countries. The comparative price of com- 
plicated machinery and high-quality consumer’s goods, however, 
is becoming more of a secondary factor, and it is quality (all the 
various characteristics which make up, for example, a well- 
known product of a certain firm) which very often decides the 
conditions of exchange. We may perhaps say that demand in 
backward countries responds more to changes in price than 
quality, and demand in progressive countries more to changes 
in quality than price. 
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TasB.LE VII. 


Index of Average Values of British Exports of Certain Manu- 
factured Goods as compared with the Board of Trade Index of 
Wholesale Prices (Industrial Materials). 









































Board 
wear | ln | Aue] el [Average] ta |avrgn| ea 
fe alues. | Values. Values. Values. Values. Values. 
' 
Cotton Piece Textile Electrical 
Goods. Machinery. Machinery. 

1921-25 100 100 100 100 100 100 100 
1926-30 78 76 68 74 60 80 133 
1931-35 61 57 28 69 29 75 75 
1938 . 72 57 22 89 42 87 165 

Boot- and 

Shoe-making Total Iron and Steel 

Machinery. Machinery Manufactures. 

1921-25 — 100 100 100 100 100 100 
1926-30 — 109 101 85 95 80 90 
1931-35 — 87 93 87 61 75 47 
1938 . — 78 101 lll 109 110 61 
Hosiery and Woollen and 

Cameras. Knitting Worsted Tissues 

1921-25 — 100 100 100 100 100 100 
1926-30 — 78 103 125 152 100 83 
1931-35 — 19 210 126 203 15 39 
1938 . — 23 340 159 290 80 40 














For this reason, although the relative costs of production of 
manufactured products may not vary much over a long period 
between, for example, the United Kingdom and other industrial- 
ised countries, we observe a relative increase of imports of 
manufactured goods into the United Kingdom. 


TaBe VIII. 


Total Value of Imports Expressed as Percentages of the Total Values 
of Exports of Articles Wholly or Mainly Manufactured. 


(United Kingdom.) 











Articles wholly or mainly Average | Average | Average | Average 
manufactured. 1921-25. | 1926-30. | 1931-35. | 1936-39. 
Total value of imports (£ mill.) . 270 319 185 192 
Total value of exports (£ mill.) , 595 539 297 290 
Percentage . ° : . ° 45 59 62 66 

















The above table shows the direction in which the foreign 
trade of Great Britain is developing; she becomes also a heavy 
importer of manufactured goods, mainly of different quality and 
design, and the nineteenth-century conception of international 
trade based on the exchange of manufactured goods for raw 
materials and foodstuffs is retreating more and more into the 


background. 











PROBLEMS OF INDUSTRIALISATION OF EASTERN AND 
SOUTH-EASTERN EUROPE.? 


“I should like to buy an egg, please,’’ she said timidly. ‘‘ How do you 
sell them?” ‘ Fivepence farthing for one—twopence for two,”’ the Sheep 
replied. ‘‘ Then two are cheaper than one?” Alice said in a surprised tone, 
taking out her purse. ‘ Only you must eat them both, if you buy two,” said 
the Sheep. ‘Then I’ll have one, please,”’ said Alice as she put the money 
down on the counter. For she thought to herself, ‘‘ They mightn’t be at all 
nice, you know.”’—(Through the Looking-Glass.) 


(1) It is generally agreed that industrialisation? of “ inter- 
national depressed areas ”’ like Eastern and South-Eastern Europe 
(or the Far East) is in the general interest not only of those coun- 
tries, but of the world as a whole. It is the way of achieving a 
more equal distribution of income between different areas of the 
world by raising incomes in depressed areas at a higher rate than 
in the rich areas. The assumptions in the case under discussion 
are: that there exists an “agrarian excess population” in 
Eastern and South-Eastern Europe amounting to 20-25 million 
people out of the total population of 100-110 million, i.e., that 
about 25% of the population is either totally or partially (‘‘ dis- 
guised unemployment ’”’) unemployed. The waste of labour is 
by no means confined to rich industrial countries. It is consider- 
ably greater in poor agrarian countries. If the principles of 
international division of labour are to be applied, labour must 
either be transported towards capital (emigration), or capital 
must be transported towards labour (industrialisation). From 
the point of view of maximising the world income, the difference 
between these two ways is one of transport costs only, and may be 
assumed to be negligible. Emigration and resettlement would, 
however, present so many difficulties in immigration areas 
(and in emigration areas) that it cannot be considered feasible 
on a large scale. A very considerable part of the task will have 
to be solved by industrialisation. 

(2) In order to reach an “ optimum size”’ of the industrial 
enterprises, the area of industrialisation must be sufficiently 
large. This fact, as well as the possibility of lowering the marginal 
risk of investment, make it imperative to aim at an economic 
unit comprising the whole area between Germany, Russia and 


> 


1 This is a chapter from the forthcoming report of the Economic Group of 
the Committee on Reconstruction, The Royal Institute of International Affairs. 
2 One might consider the industrialisation of these countries as one chapter 
of agrarian reconstruction, or one might treat the improvement of agrarian 
production as one chapter of industrialisation. What matters is to remember 
that the two tasks are interconnected parts of one problem. 
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Italy. Though large in terms of square miles or population, it 
is not large in terms of output. The total national income of this 
economic unit amounts to £2,000 million—.e., 40% of the income 
of Great Britain. 

(3) There are two fundamentally different ways of industrial- 
isation of that area : 


(i) That Eastern and South-Eastern Europe should 
industrialise on its own, on the “‘ Russian model ” (by which 
we do not mean communism), aiming at self-sufficiency, 
without international investment. That would imply the 
construction of all stages of industry, heavy industry, machine 
industry, as well as light industry, with the final result of a 
national economy built like a vertical industrial concern. 
This way presents several grave disadvantages: (a) It can 
only proceed slowly, because capital must be supplied 
internally at the expense of a standard of life and consump- 
tion which are already at a very low level. It implies, 
therefore, a heavy and, in our opinion, unnecessary sacrifice. 
(b) It will lead finally, since there are appropriate natural 
resources in the area, to an independent unit in the world 
economy implying a reduction in the international division of 
labour; 7.e., the output of the world as a whole would be less 
| than it might be, the world would be poorer in material goods. 
(c) The difference in world economic structure is most clearly 
seen in the case of heavy industries. Building up heavy 
industries in Eastern and South-Eastern Europe at a great 
sacrifice would only add to the world excess capacity of 
heavy industry, and would constitute from the world’s point 
of view largely a waste of resources. 

(ii) The alternative way of industrialisation would fit 
Eastern and South-Eastern Europe into the world economy, 
which would preserve the advantages of an international 
division of labour, and would therefore in the end produce 


— OS SE OS | |! 





8 more wealth foreverybody. It would be based on substantial 
2 international investment or capital lending. This way 
. presents several advantages: (a) It could proceed more 

quickly and at a small sacrifice of consumption of this area. 

From the point of view of international political stability 
| there may be all the difference in the world if 50% of the 
y agrarian excess population in Eastern and South-eastern 
il Europe were profitably employed within ten years after the 
© war instead of, say, 20%. (b) The sound principles of inter- 
d national division of labour postulate labour-intensive—i.e., 

light industries in over-populated areas. (c) Even for the 
of purposes of an expanding world economy, the existing heavy 
8. industries in U.S.A., Great Britain, Germany, France and 
. Switzerland could certainly supply all the needs of the inter- 


: national depressed areas. 


(4) Clearly this way of industrialisation is preferable to the 
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autarkic one. It is a tremendous task, almost without historical 
precedent. There is no analogy to the process of industrialisation 
in the early nineteenth century for a number of reasons which 
may be mentioned briefly before being examined in more detail. 
(a) International investment in the nineteenth century was largely 
self-liquidating, based on exchange of agrarian and industrial 
products. Nowadays liquidation can no longer be assumed to be 
“ automatic,” although the problem can be solved if it is properly 
planned. (b) Existing institutions of international investment 
(floating of shares and loans) are inappropriate to the task of 
industrialisation of a whole area. They deal with too small units, 
and do not take advantage of external economies. Capital 
mostly goes to individual enterprises. There has never been a 
scheme of planned industrialisation comprising a simultaneous 
planning of several complementary industries, which is part of 
our plan for Eastern and South-Eastern Europe (see (6) and (8)). 
(c) Technical progress was the main driving-force in the nineteenth 
century. Industrialisation in international depressed areas, 
on the other hand, implies the application of given technical 
knowledge. (d) The increase in overhead costs and fixed capital 
since the nineteenth century has raised the risk of loss of capital 
and lowered the mobility of resources and the flexibility of the 
economic system. It has vastly increased the average size of the 
firm. (e) Political risks of international investment are very much 
greater to-day than in the nineteenth century, when it was 
assumed that certain things were “not done.’ State super- 
vision and guarantees can, therefore, substantially lower risks, 
and for that reason constitute the conditio sine qua non of inter- 
national investment on a large enough scale. Active participa- 
tion of the State in economic life is a new factor which must be 
taken into account as a new datum. (f) People (even Eastern 
Europeans!) are not as tough to-day as they used to be. Social 
conscience would not stand for as much misery in peace-time as 
was taken for granted in the Darwinist nineteenth century. 
Milder methods must be used. 

An institutional framework different from the present one is 
clearly necessary for the successful carrying out of industrialisation 
in international depressed areas. In what follows arguments are 
submitted tending to show why the whole of the industry to be 
created is to be treated and planned like one huge firm or trust. 

(5) The first task of industrialisation is to provide for training 
and “ skilling ”’ of labour which is to transform Eastern European 
peasants into full-time or part-time industrial workers. The 
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automatism of laissez-faire never worked properly in that field. 
It broke down because it is not profitable for a private entre- 
preneur to invest in training labour. There are no mortgages on 
workers—an entrepreneur who invests in training workers may 
lose capital if these workers contract with another firm. Although 
not a good investment for a private firm, it is the best investment 
for the State. Itis also a good investment for the bulk of industries 
to be created when taken as a whole, although it may represent 
irrecoverable costs for a smaller unit. It constitutes an important 
instance of the Pigovian divergence between “ private and social 
marginal net product ”’ where the latter is greater than the former. 
Training facilities (including transport and housing) of one million 
workers per annum would involve costs of certainly more than 
£100 million per annum—a sum which may be too great to be 
borne by the State (or the Eastern European national economy) 
if taken apart from the costs of the 50% participation in its own 
“Eastern European Industrial Trust’?! that we shall propose. 
It should be counted as capital investment in the Eastern Euro- 
pean Industrial Trust (E.E.I.T.). 

That is not, however, the most important reason in favour of 
such a large investment unit. 

(6) Complementarity of different industries provides the 
most important set of arguments in favour of a large-scale planned 
industrialisation. In order to illustrate the issues involved, let 
us adopt the somewhat roundabout method of analysing two 
examples. Let us assume that 20,000 unemployed workers in 
Eastern and South-Eastern Europe are taken from the land and 
put into a large shoe factory. They receive wages substantially 
higher than their previous meagre income in natura. It would be 
impossible to put them into industry at their previous income 
standard, because they need more foodstuffs than they had in 
their agrarian semi-unemployed existence, because these food- 
stuffs have to be transported to towns, and because the workers 
have to pay for housing accommodation. If these workers spent 
all their wages on shoes, a market for the products of their enter- 
prise would arise representing an expansion which does not dis- 
turb the pre-existing market, and 90% of the problem (assuming 
10% profit) would be solved. The trouble is that the workers will 
not spend all their wages on shoes. If, instead, one million unem- 
ployed workers were taken from the land and put, not into one 


1 The name is provisional for want of a better one. It will have to be 
changed because of the unpleasant associations connected with the term ‘‘ trust.’’ 
Eastern European Industrial Corporation, Board—or Holding Company might 
be considered. 
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industry, but into a whole series of industries which produce the 
bulk of the goods on which the workers would spend their wages, 
what was not true in the case of one shoe factory would become 
true in the case of a whole system of industries: it would create 
its own additional market, thus realising an expansion of world 
output with the minimum disturbance of the world markets, 
The industries producing the bulk of the wage goods can therefore 
be said to be complementary. The planned creation of such a 
complementary system reduces the risk of not being able to sell, 
and, since risk can be considered as cost, it reduces costs. It isin 
this sense a special case of “‘ external economies.”’ 

It may be added that, while in the highly developed and rich 
countries with their more variegated needs it is difficult to assess 
the prospective demand of the population, it is not as difficult to 
foresee on what the formerly unemployed workers would spend 
their wages in regions where a low standard of living obtains. 

(7) Two other types of “ external economies ”’ will arise when 
a system of different industries is created. First, the strictly 
Marshallian economies external to a firm within a growing industry. 
The same applies, however (secondly), to economies external to 
one industry due to the growth of other industries. It is usually 
tacitly assumed that the divergence between the “ private and 
social marginal net product” is not very considerable. This 
assumption may be too optimistic even in the case of a crystallised 
mature competitive economy. It is certainly not true in the 
case of fundamental structural changes in the international 
depressed areas. External economies may there be of the same 
order of magnitude as profits which appear on the profit and loss 
account of the enterprise. 

(8) The existing institutions of international and national 
investment do not take advantage of external economies. There 
is no incentive within their framework for many investments 
which are profitable in terms of “ social marginal net product,” 
but do not appear profitable in terms of ‘“ private marginal net 
product.” The main driving-force of investment is the profit 
expectation of an individual entrepreneur which is based on 
experience of the past. Experience of the past is partly irrele- 
vant, however, where the whole economic structure of a region is 
to be changed. An individual entrepreneur’s knowledge of the 
market is bound to be insufficient in this case because he cannot 
have all the data that would be available to the planning board of 
an E.E.I.T. His subjective risk estimate is bound to be con- 
siderably higher than the objective risk. If the industrialisation 
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of international depressed areas were to rely entirely on the normal 
incentive of private entrepreneurs, the process would not only be 
very much slower, the rate of investment smaller and (conse- 
quently) the national income lower, but the whole economic 
structure of the region would be different. Investment would be 
distributed in different proportions between different industries, 
the final equilibrium would be below the optimum which a large 
E.E.I.T. could achieve. In the international capital market the 
existing institutions are mostly used to invest in, or to grant credit 
to, single enterprises. It might easily happen that any one 
enterprise would not be profitable enough to guarantee payment 
of sufficient interest or dividend out of its own profits. But the 
creation of such an enterprise, e.g., production of electric power, 
may create new investment opportunities and profits elsewhere, 
eg., in an electrical equipment industry. If we create a suffi- 
ciently large investment unit by including all the new industries 
of the region, external economies will become internal profits out 
of which dividends may be paid easily. 

(9) Professor Allyn Young’s celebrated example elucidates 
our problem. He assumed that a Tube line was to be built in a 
district and that an accurate estimate was made of costs and 
receipts. It was found that the rate of profit would be below 
the usual rate of yield on investments obtainable elsewhere. The 
project was found not profitable and was abandoned. Another 
enterprising company bought up the land and houses along the 
proposed Tube line and was then able to build the line. Although 
the receipts from the passenger traffic would not pay a sufficient 
rate of profit, the capital appreciation on the houses and land 
more than made up the deficiency. Thus the project was realised, 
the Tube line was built. The problem is: Is it desirable—i.e., 
does it lend to an optimum allocation of resources and maximisa- 
tion of national income—that this form of capital gain (external 
economy) be included as an item in the calculus of profitability, 
oris it not? Allyn Young hints that it is not desirable because 
the capital appreciation of houses and land along the Tube line 
due to an influx of people from other districts has an uncompen- 
sated counterpart in a capital depreciation of houses and land in 
districts out of which people moved into the Tube-line district. 
Agricultural land in Eastern and South-Eastern Europe will, 
however, not depreciate when the agrarian excess of population 
moves out. In this case external economies should be included 
in the calculus of profitability. 

(10) External economies are often invoked as an argument in 
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favour of a different programme of indusirialisation. National 
and international investment should concentrate at the start on 
building of ‘“ basic industries” and public utilities which give 
rise to new investment opportunities. “Let us build railways, 
roads, canals, hydro-electric power-stations, the rest will follow 
automatically.” Where the lack of transport facilities is a 
flagrant obstacle to economic progress, as, for instance, in China 
and parts of Latin America, that may indeed be the best start of 
development investment. The situation is different, however, 
in Eastern and South-Eastern Europe. There is no comparable 
deficiency in railroads there. Rail mileage per £ million of national 
income is very much higher than in the Far East. A general vision 
of the future economic structure is necessary in order to know 
where to build communications, how much of them, and what for. 
The quality of “ basic ’’ industries is not confined, moreover, to 
some public utilities. We have seen how complementarity makes 
to some extent all industries “ basic.” 

If sufficient capital (national and international) is available 
for investment in “basic industries’’ the normal multiplier 
effect will “ naturally ” lead to further industrialisation according 
to the advocates of this programme. The argument assumes, 
however, a smooth working of the equilibrium mechanism of 
balance of payments and capital movements which is not likely 
to obtain in the structural disequilibrium situation after the war. 
Industrialisation of international depressed areas, once it is 
accomplished, may create an equilibrium, from which onwards 
normal private incentives may operate successfully. But it 
seems hopeless to rely on them before that point is reached. 
** Most of the countries of the world are undertaking national 
development or will undertake it after the war on the basis of 
imported capital equipment—locomotives, steel, tractors, steam 
shovels, cement mixers, turbines. In some instances they have 
foreign assets which can be used to purchase this equipment. In 
the majority of cases, however, they will be able to acquire it only 
by cutting down imports of consumer goods and pushing exports, 
to develop an export surplus, or by borrowing. Private investors 

. after the experience of the last twenty years, will probably 
not be willing to lend monies in sufficiently large amounts or low 
rates of interest to enable national development in debtor areas 
to get off to a good start. The alternative is for governments in 
creditor countries to guarantee the loans, or to lend the funds 
themselves. . . . Theavailability of foreign funds, foreign technical 
assistance and foreign machinery, however, will transform the 
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process of national development from one which would threaten 
to disrupt international economic relations and trade into one 
which can make a key contribution to the expansion of world 
income and the reorganisation of world trade.” 1 

(11) Governments in creditor countries will not guarantee the 
loans or shares unless they see how interest or dividend service is 
assured. If they have sufficient control on the board of E.E.I.T. 
they will be able to give the guarantee at no cost or risk to them- 
selves, since the real risk of the whole enterprise is very much 
lower than the risks relating to parts of the whole would be. But 
while the investment ‘‘ pays” in Eastern and South-Eastern 
Europe, it is not necessarily self-liquidating. Liquidation will 
have to be planned—i.e., one part of the industries created in 
Eastern and South-Eastern Europe will have to be export indus- 
tries. The flow of their exports will have to be sold in creditor 
countries. These exports will represent the main part of the rich 
countries’ share in the world expansion. The placing of these 
exports has to be foreseen and planned in such a way as to minimise 
the burden of necessary adjustment of economic resources in the 
creditor countries. Eastern and South-Eastern Europe will most 
probably cease to be an exporter of cereals. It will export pro- 
cessed foods and light industrial articles. 

International trade in the nineteenth century functioned more 
or less smoothly because all countries had a high income elas- 
ticity of demand for imports. On the higher standard of living in 
the rich countries of the twentieth century the income elasticity of 
demand for imports may be lower. There may be only one good 
for which the income elasticity of demand is high: leisure which 
does not require imports of material goods. Accordingly, the 
rich countries may have to accept a part of their share in economic * 
expansion in the form of more leisure. They may have a 40- or 
35-hour week, while Eastern Europe maintains a 48-hour week. 

(12) Attention is confined here to what ought to be done 
rather than how it isto bedone. The institutional implementation 
of this programme must be left over to another occasion. Its main 
outlines are: At least 50% of the capital required must be sup- 
plied internally. ‘‘ Creditor” and ‘“‘ debtor’ countries acquire 
each 50% shares of a trust formed of all the industries to be 
created in the region. They will plan and proceed as business 
partners with Government representatives on the board. The 
creditors acquire shares in the trust which are redeemable after 





1 International Development Loans. Planning Pamphlets, National Planning 
Association, No. 15, p. 14. New York. 1942. 
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twenty years at 10% above parity if an average dividend service 
of 44% at least has been maintained in the past. An average 
dividend service of 3% is guaranteed by Governments on the 
shares subscribed in their countries. Private investments in 
Eastern and South-Eastern Europe requiring foreign credits are 
licensed. Shares may be acquired by contributions in natura: for 
instance, the establishment of branch factories. Guarantees of 
non-discrimination in the internal taxation policy will be obtained 
from Eastern European authorities. 

(13) The aim of industrialisation in international depressed 
areas is to produce a structural equilibrium in the world economy 
by creating productive employment for the agrarian excess popula- 
tion. It may be assumed that creditor countries will not be 
willing to enter into commitments for more than ten years. How 
much can be achieved in that period, and what is the rough order 
of magnitude of the capital required ? 

Industrial employment has to be found for (a) 20 million of 
the agrarian excess population + (b) 7-8 million = 40-50% of the 
increase in population during the next decade (assuming that 
50-60% will be absorbed by agriculture) = 28 million people = 
9 million active men and 3 million active women = 12 million 
workers. Up to 2 million workers can be employed in idle 
capacity. Capital has to be found for 10 million workers. Since 
the available capital is scarce, labour-intensive—.e., light industries 
—will prevail. According to such statistics as are available, the 
following classification of industries is proposed: (1) light 
industries—capital equipment per head £100-£400; (2) medium 
industries—capital equipment per head £400-£800; (3) heavy 
industries—capital equipment per head £800-£1,500. Since 
some heavy industries cannot be avoided, let us assume that 
£300—£350 per head will be required, including housing, communi- 
cations and public utilities. That amounts to £3,000 million, 
to which has to be added £1,800 million on maintenance of old 
and new capital in ten years, giving a total of £4,800 million. 
Eastern Europe would have to supply at least 50°%—.e., £2,400 
million. Another £1,200 million of capital will be necessary for 
the improvement of agriculture, of which we assume that the 
bulk would have to be provided internally, so that Eastern 
and South-Eastern Europe would have to supply £3,600 million 
capital internally between, say, 1946-1956.2 Since its total 

1 A small part of it may be borrowed from abroad, but in this case in the 


form of bond credit. 
* The immediate transition period of the first two years after the war is not 
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income is £2,000 million per annum, that would represent a rate 
of investment of 18°% (equal to that of Russia). Even if we take 
account of the gradually rising national income, rates of savings 
beginning with 8%, and leading at the end of a ten-year period to 
15% would seem to represent the maximum one can plan for. 
Assuming a national income rising annually by 4%, and an average 
rate of investment of 12%, the internal capital supply would only 
amount to £3,000 million. It appears, therefore, that even a bold 
and rather optimistic programme of industrialisation cannot 
abolish the whole of the surplus population in the next decade. 
At best 70-80% of the unemployed workers could be employed. 
It follows that emigration will still have to supplement industrialisa- 
tion. Besides that, however, German reparations in the form of 
capital equipment might provide one part of the capital of the 
E.E.I.T. Reparations in money to the rich Western countries 
created a problem of the last war. There is no difficulty with 
reparations im natura to poor countries. Germany can increase 
her consumption above the war-time standard, and transfer 
reparations in natura representing 25-50%, of what she used to 
spend on armaments. 
P. N. RosENsTEIN-RODAN 
University College, London. 





included in these calculations, so that de facto it is a twelve-years plan, not a 
ten-years plan. 











REVIEWS 


The Burden of British Taxation. By G. Finpuay Surrras and 
L. Rostas. (Cambridge University Press, 1942. Pp. 240. 
15s.) 


Tus is the second volume of Economic and Social Studies 
published under the auspices of the National Institute of Eco- 
nomic and Social Research. It is the most expert and informing 
account which has been given of the class incidence of British 
taxation. In respect of both results and methods, it carries 
previous work on the same lines to a further stage. In the 
course of discussion of methods of measuring the incidence of 
indirect taxes, it supplies much important information on the 
social aspects of consumption. The pre-war year 1937-8, and 
still more the war year 1941-2, offer a striking comment and 
graphic illustration in relation to the principle of “ taxable 
capacity.” 

Assuming that the money burden of taxation is borne as 
intended in the meaning of direct and indirect respectively, and 
that death duties can be commuted into a perpetual annuity on 
the estate, the authors choose as a basis of comparison a repre- 
sentative family of four, supported by one income. This shift 
from the former standard of five persons is shown to be justified. 
The representative income has a calculable proportion of earned 
and unearned elements, varying from 90 per cent. earned at 
£200 to 20 per cent. at £50,000. The incidence on each grade is 
separately calculated for fully earned and fully investment 
incomes, and for the avoidable and unavoidable parts of the 
burden. No allowance can be made for values returned to 
certain classes through taxation. As between the two periods, 
the same grades do not represent the same persons, because of 
the changing structure of incomes. 

The first obvious result is the maintenance of the regressive 
incidence on the lowest incomes. “The point of minimum inci- 
dence shifted between the two years, on a fully earned income, 
from £350 to £250, and the regression was steep below these 
points, but less so for the total than for the unavoidable burden. 
For representative incomes, the regression is much less steep 
below the minimum point at £300; but at £500 the incidence was 
still less in 1937-8 than at £100. 
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For taxes that are comparable over a longer time, a table 
is given which shows only a slight movement of the point of 
regression for families of five. The same table shows the en- 
croachment of taxation on spending power since 1903-4, rising 
on a £500 income from 5-3 to 18-4 per cent., and on a £50,000 
income from 4-8 to 90-7 per cent. 

It was not found possible to estimate the proportion of the 
national income which fell within the regression limits. On 
this point a contribution has been made by the Temporary 
National Economic Committee of the U.S.A. for 1937-8 (Report, 
p. 685). It showed total taxation as regressive below 1,500 
dollars, and this covered about 35 per cent. of the whole con- 
sumer income. . 

In the use of methods of estimating expenditure, there is 
much that is of great incidental interest in the chapters on 
tobacco and spirits. But the chief departure from previous 
enquiries is in the method of reckoning the incidence of death 
duties. The new method is given in a section by Mr. Kaldor. 
On the assumption of stable rates of income and estate taxes, 
the whole future burden can be discounted as a sum the interest 
on which is the permanent burden. The two forms of taxation 
inevitably work together in this estimate, since reduction of the 
estate affects future rates of taxation. And the burden has a 
minimum and a maximum figure, according as saving is or is 
not made against the duties. A good deal might be said on 
this, for it seems also to assume that the estate always passes 
to one heir. But it is a striking advance in method, in the 
course of which it is shown that the insurance method must 
break down for certain ranges of income at high levels of income 
taxation. 

This volume becomes at once a standard work of reference. 


D. H. Macerecor 
All Souls College, 


Oxford. 


The Structure of American Economy 1919-29: An Empirical 
Application of Equilibrium Analysis. By Wasstty W. 
LzontieF. (Cambridge, Mass.: Harvard University Press 
(Oxford University Press). 1941. Pp. xvi+ 181. 14s.) 


Proressor LEONTIEF enlarges our sense of what is possible in 
econometric analysis. I very much doubt the truth of most of 
his findings. I do not think that his model presents the optimum 
solution of his problem, even after all allowance is made for the 
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need for drastic simplification. Nevertheless, an attempt to 
present a picture of the working of the American economy as a 
whole in the light of Walrasian general equilibrium analysis marks 
a milestone in econometric analysis. 

Professor Leontief’s chief purpose in constructing his model is 
to enable him to answer such questions as how the system of 
relative prices and relative outputs is altered once it has settled 
down after a given change in the productivity of the factors of 
production engaged in a given industry. Problems of variations 
in total output are not seriously faced, a fact which is somewhat 
obscured by the introduction of savings coefficients and invest- 
ment coefficients and partial derivatives of these with respect to 
changes in productivity. 

The book consists of three parts, and three appendices. Part 
I presents the data and the technique of accounting employed. 
The high point, and in my view the high point of the book, is 
reached in two chessboard tables presenting the system of costs 
and outputs of forty-one industrial groups in the two years 1919 
and 1929. These tables represent a labour of love of many 
years. 

Part II introduces Professor Leontief’s theoretical model. It 
consists of three systems of equations. The first system, the 
accounting equations, show the disposal of the total output of 
each industry among its consumers. The second system, the 
pricing equations, state that in equilibrium the product of each 
industry equals the value of all goods and services absorbed by 
it. The third system is formed by the equations of production. 
Professor Leontief assumes that the quantity of input of each 
factor of production is proportionate to the output of the product: 
in other words, “ fixed coefficients of production.’’ The three 
systems of equations do not distinguish between original and 
produced factors of production. In other words, Professor Leontief 
assumes fixed coefficients of production of labour, or, to put it 
differently again, he assumes : 


(1) an infinite elasticity of supply of labour at any given 
level of real wages ; 

(2) that the quantity of any consumption good bought 
by a household is independent of its relative price and of 
the real income level attained. 


The virtue of Professor Leontief’s model consists in the fact 
that all his parameters, the coefficients of production and con- 
sumption, can be obtained from the tableau économique of a single 
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year. It was this fact no doubt which largely determined Pro- 
fessor Leontief’s choice of his model. There is no need to insist 
at length on the extraordinarily limiting nature of the assumption 
of fixed coefficients. In the short run, factor substitution is 
probably rather limited, though the possibility that different 
firms and different areas may produce very similar products by 
different processes, hence different fixed coefficients, must riot be 
neglected. A neglect of substitution in consumption differentiates 
the author’s model from Walras. It severely reduces the allo- 
cative functions of the pricing system. Professor Leontief argues 
that substitution between large industrial groups is very limited. 
That, of course, is true. On the other hand, the larger the group 
the larger the scope for factor substitution within it. The crucial 
assumption, however, is the assumption of a proportionate 
adjustment of expenditure to a rise in real income. This appears 
to me to be definitely unjustifiable, especially in the case of food, 
fuel and household goods. 

In long-run analysis—and the author’s assumptions as to 
pricing suggest that he is thinking of long-run analysis—the 
assumption of fixed technical coefficients cannot be maintained 
either. The pricing equations are difficult to justify in any case. 
The twenties witnessed a strong rise in the productivity of labour. 
The fall in the cost of production was in considerable part absorbed 
by a rise in selling costs. Does Professor Leontief assume that 
this fall in the productivity of distribution was spontaneous and 
unrelated to the nature of the pricing process ? 

Part IIT contains an attempt at empirical verification of the 
theoretical model. Professor Leontief calculates those changes 
in his parameters—productivity coefficients and coefficients 
representing the propensity to save and the incentive to invest— 
which would “ best ”’ account for the observed changes in output, 
prices and costs between the years 1919 and 1929. He then 
compares the outputs, prices and costs which would have obtained 
if the working of the American economy were correctly represented 
by his model, with the observed outputs, prices and costs. The 
difficulty in a process of verification involving so many steps is to 
decide exactly what is being verified. To give an indication of 
the problem I have in mind, Professor Leontief assumes that 
changes in productivity affect all factors employed by an industry 
in equal proportions. An increase in the productivity of the 
factors engaged in cotton spinning is likely to be passed on to the 
consumers. An increase in the productivity of the factors pro- 
ducing cosmetics is likely to result in a rise in selling costs. Asa 
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result of Professor Leontief’s technique the independent increase 
in the productivity of cosmetics production is thrown together 
with the fall in the productivity of selling effort into one weighted 
average: the increase in efficiency in the cosmetics industry. 
This increase in productivity is then compared with the increase 
in productivity in cotton spinning. I need not add that a similar 
difficulty arises if, owing to mechanisation, labour is displaced 
by machinery, the amount of raw materials per unit of product 
remaining constant. In part these difficulties could have been 
overcome by testing separately the assumptions relating to pricing, 
production and consumption. 

I should not like to end this review on a note of criticism. 
Professor Leontief’s book is immensely stimulating. Whatever 
criticism of detail there may be, I feel humbled by such scientific 
energy and envious of Professor Leontief’s boldness. 

E. ROTHBARTH 
Cambridge. 


The British War Economy, 1939-1943. By Mary E. Murpuy. 
(New York: Professional & Technical Press. 1943. Pp. 
xiv + 403. $2.50.) 


Dr. Murpuy has written the first thorough and comprehensive 
account of the war economy of this country. It is a remarkable 
piece of compression, which covers all the main aspects of war- 
time organisation on its economic side. In approximately 400 
pages she deals with the mobilisation of resources, the expansion 
of production, the concentration of industry, the recruitment of 
labour, financial and monetary measures, the restriction of con- 
sumption, food control, and so on, including even a summary of 
the Beveridge Plan. She has a good eye for what are the salient 
features of the measure she is describing and is skilful in putting 
the gist of a long and complicated Act or Order in a few words. 
The tables in the financial chapters, notably those taken from the 
Budget White Papers, exemplify her skill in the selection and 
presentation of her material. Apart from a few slips the book is 
accurate and may be taken as a trustworthy guide through the 
maze of British war-time legislation affecting economic affairs 
down to the end of 1942. 

The result is a picture of which there is much reason to be 
proud ; and indeed, one of the author’s avowed purposes is to give 
to her fellow-citizens in her own country an idea of the magnitude 
of the changes that must be faced by a democratic country which 
is fighting an enemy organised on totalitarian lines. She also 
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hopes that a knowledge of what has been done in this country may 
save the United States some of the groping and fumbling that we 
have gone through; though this is probably a vain hope as it 
would seem that in war, as in the case of bringing up children, 
each country and each generation must make its own mistakes 
and learn from them—it cannot take over ready-made the 
experience of others. Many of the mistakes of the last war we 
have made again in this one, and by no means all our war-time 
organisation and administration is superior to that which we had 
developed by 1918. 

While there is much to be said in favour of Dr. Murphy’s 
book, and we owe her a debt of gratitude for providing us with a 
most useful work of reference, it remains true that this is essentially 
a compilation. Dr. Murphy has studied diligently and well all 
the available official and other published sources of information ; 
but she views our efforts and achievements, our successes and 
failures, as an outsider, not as one who has lived in and through 
the events she narrates or the measures she describes. The effects 
of the Battle of Britain, the brief but meteoric ministerial career 
of Lord Beaverbrook, those and many other events and personali- 
ties are needed to clothe the dry bones with some of the colour 
and reality of actual history. Absence from this country prob- 
ably accounts for what is the most serious omission in this book— 
the failure to note the significance of the all-important change 
which took place in central policy when Mr. Churchill came into 
power and dethroned the Treasury from the prime control of the 
economic conduct of the war. From then onwards the maximum 
utilisation of our available resources became the chief aim of our 
policy, and the hampering incubus of purely financial considera- 
tions was lifted. The Treasury was relegated to its proper 
function in war-time of asking “‘ Are you sure you are getting 
full value for the money ? ”—in place of the familiar criterion of 
peace time: “ We cannot afford this because it will cost too much 
money.” Man-power, materials, machinery and shipping could 
now be viewed in their proper perspective as the sole source of 
war output and the only limiting factors determining its amount, 
while money became merely the mechanism for the transfer of real 
resources to the Government for use in the war effort. 

C. W. GuILLEBAUD 
St. John’s College, 
Cambridge. 
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Standards of Local Expenditure. A Problem of the Inequality of 
Incomes. By J. R. Hicks and U. K. Hicks. (Cambridge 
University Press. 1943. Pp. 61. 4s. 6d.) 


Proressor and Mrs. Hicks (in this book, which is No. 3 ina 
series of Occasional Papers published under the auspices of the 
National Institute of Economic and Social Research) have once 
again placed their fellow-economists and others under a very real 
debt of gratitude for what must have been a laborious but is 
certainly a most useful piece of research into the finances of local 
government. 

They set out to provide answers to two important questions : 
(1) What are the reasons for the wide disparities in rates between 
different areas? (2) Why have the measures taken since 1928 
failed so completely to reduce the burden of rates on other than 
industrial property? Their answer to the first question, so far as 
County Boroughs are concerned (to which for practical reasons 
their investigation has been confined) is that the main cause is 
disparities in wealth. It is the poverty of the poorer areas which 
leads to their being so heavily rated. The answer to the second 
question is more complex, but the most important single cause is 
to be found in the burden of public assistance, which again falls 
most heavily on the poorer areas. The authors lay great weight 
on the unexpected consequence of the new standards for relieving 
the unemployed through the Unemployment Assistance Board, 
which have largely become the norm also for public assistance 
and have greatly increased its cost in many areas. Other con- 
tributing factors were the growth of local expenditure on educa- 
tion and public health. 

The remedy suggested is simple but far-reaching : there should 
be a National Board of Guardians, or its equivalent, empowered 
to levy a uniform rate on all boroughs throughout the country to 
meet the public assistance expenditure of the boroughs in pro- 
viding domiciliary (in contrast to institutional) relief. Thus 
wealthy boroughs like Bournemouth, Eastbourne or Blackpool 
would contribute to the expenditure, on this account, of the 
poorer boroughs such as Merthyr, Stoke-on-Trent, Gateshead, 
etc. But the additional burden on the rich boroughs could 
easily be borne, as it is calculated that a uniform rate of 2s. in 
the £ would suffice to cover the whole of the expenditure on 
domiciliary relief. Once this had been done it would be possible 
to re-shape the block grant from the Central Government so as to 
achieve its proper purpose of evening up conditions in different 
parts of the country. 
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The authors succeed in making out a strong case for their 
proposals, while the figures they adduce provide striking evidence 
of the need for, and urgency of, a reform in our present rating 
system. Elsewhere (An Economic View of Rating Reform in 
Public Administration, July-September, 1941) they have exam- 
ined and rejected the possibility of substituting some alternative 
method of finance for the present type of local finance by rates ; 
and if their view on this matter is accepted it is very difficult to 
think of a better way of remedying the gross injustices and in- 
equalities of the present system, than the one they have suggested. 

This paper deserves the most serious consideration on the 
part of all who are concerned with the problems of post-war 


economic reconstruction. 
C. W. GuILLEBAUD 
St. John’s College, 


Cambridge. 


War-Time Pattern of Saving and Spending. By CHaRLEs MapGE. 
(Cambridge University Press. 1943. Pp. viii + 139. 6s.) 


Tuts book is the fourth of the Occasional Papers prepared 
under the auspices of the National Institute of Economic and 
Social Research. It is the result of an enquiry, conducted by 
the author and a team of untiring and enthusiastic interviewers 
from 1940 to 1942 in various industrial towns of Great Britain, 
mainly Glasgow and Leeds. At the outset the enquiry was 
concerned with the savings only of wage-earner families. In the 
final stages, however, and particularly in the detailed survey 
made in Leeds, it refers to the disposal of the total family income. 

From the budget data of the Leeds sample of 715 working- 
class families many interesting conclusions emerge. An average 
working-class family, apart from insurance contributions, saves 
4s. 10d. per week—i.e., 486% of gross income; service wives 
save ls. 8d. per week; pensioners 2d. These averages, however, 
conceal one of the most striking results of the enquiry: the 
concentration of war-time savings among a very small number of 
high savers. Of the families in the Leeds sample, 44° have no 
national savings at all; 31% of all national savings come from no 
more than 3% of the families; 56°% from only 9% of the families. 
This high concentration of national savings is confirmed by a 
separate investigation of the behaviour of Savings Bank Accounts, 
in Appendix I. In the main, it is due to families who are left 
with more than £2 10s. after their requirements in food, fuel and 
clothing have been met. Apart from income and family com- 
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position, however, some variation in the level of savings is due to 
differences in the propensity to save. The relation of saving to 
income is examined in Chapter VIII, and in Appendix V con- 
tributed by Mr. Rothbarth. 

It is quite impossible to summarise the wealth of information 
given in this study regarding the spending pattern of these 
families and its variation according to the size of the income and 
the size and composition of the family. Here are a few examples : 
A considerable proportion, often more than a quarter, of the 
family income is retained by the husband-earner as personal 
pocket-money. The husband’s pocket-money varies but little 
with respect to the number of children. Most intriguing of all is 
the fact that “the ‘luxury’ expenditure (on tobacco, alcohol, 
entertainment and sweets) of the husband, wife and one child 
family considerably exceeds the ‘luxury’ expenditure of the 
husband and wife family in all the samples ” (p. 126). Mr. Roth- 
barth contributes an ingenious method designed to measure the 
expenditure incurred on behalf of a child at various levels of 
income, a figure not easily obtainable through direct enquiry. 
Taking the difference between income and expenditure on rent, 
rates, State insurance, travel to and from work, income tax, 
food, fuel and clothing (this is the “excess income”’), as an 
index of the standard of living of the parents, two families of 
different size are taken to be equally well off if their “ excess 
incomes” are equal. On the assumption that the “ tastes” of 
two families are similar and unaffected by the addition of a child, 
the difference in total income is taken as the expenditure on the 
upkeep of the child wherever excess incomes are equal. This 
method is then further elaborated to consider the cost of a child 
in sets of families where average excess incomes are different. 

An unusual characteristic of this study is its refusal to remain 
timidly within the scope of the quantitative categories of the 
economist. The enquiry into the families’ motives for saving, 
with twenty-four case histories; their views on large families, 
politics, religion—all this is admirable. So is the “ Social Struc- 
ture of an Industrial City ” ; or the “ Impressions ” of Slough and 
the Glasgow slums. But when, now and then, we come to 
explanation, however tentative, of human behaviour, the reader 
may well feel uneasy. What, for example, are we to make of the 
suggestion that it is the function of tobacco and alcohol to “ deaden 
the sense of frustration due to the non-achievements of other 
types of ‘ demand ’, social and economic’? Is the consumption 
of these articles at its lowest at the Ritz ? 
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The plea for co-operation among different specialists in the 
social sciences has been made often enough. Here, however, is an 
economist who boldly states “that economics, to qualify as a 
social science, must be more closely knit with other forms of social 
analysis” (p. 2). Is this intended to mean that economists 
ought to be psychologists and sociologists at the same time? 
It is an important question. If co-operation turns out to be 
impracticable, some relaxation of present-day specialisation 
may well be necessary; the problems that no one specialist in 
the social sciences is competent to tackle are too many and 
too important. This does imply, however, that economists use 
the methods and results of these disciplines; there will be little 
progress if we substitute apergus for comprehensive scientific 
analysis. 

Few of the conclusions of the statistical analysis are advanced 
as final; the book is offered, rather, as an exploration in technique, 
a “piece of war-time reconnaissance on the social-economic 
front.” Is it the preparation for a large-scale offensive? The 
author can be sure of an impatient demand for more. 


A. RADOMYSLER 
London School of Economics. 


Economic Planning: its Aims and Implications. By CLAUDE 
Davip Batpwin. (Urbana: University of Illinois Press. 
1942. Pp. 188. $2-50 cloth and $2.00 paper.) 

The Planning of Free Societies. By FERDYNAND ZweEiIc. (Lon- 
don: Secker & Warburg. 1942. Pp. 267. 12s. 6d.) 


Tue former of these two studies was composed as-a doctoral 
dissertation, and suffers from some of the defects which this 
origin is apt to impose upon a book. Narrower in scope than 
its title suggests, it is principally concerned with the familiar 
debate concerning the so-called problem of calculation in a planned 
economy, and contains very few references to concrete problems 
and actual experience. About the issues of this debate the . 
author is well-informed ; and for the convenient, if rather lengthy, 
review of the discussion which he has so painstakingly under- 
taken we should be grateful. It can hardly be said, however, 
that he has succeeded in throwing much fresh light on the con- 
troversy. Little is done to show it in new perspective or to pose 
questions in a new way; and although he has many acute and 
penetrating comments to make, the author is too cautious to 
reach any very individual conclusions. The view that emerges is 
that (in contrast to Mises) ‘economic theory as such offers no 
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stumbling-block to the attainment of a planned system; but that 
it is to the ethical and political implications of economic planning 
that attention should be directed.’’ At the same time, the author 
shares the view of those writers who have asserted that a planned 
economy must “allocate its resources in accordance with the 
principles of marginalism,” since these are “ the logical, mathe- 
matical and universal principles of economy.” He admits, 
however, that a large number of economic decisions are neces- 
sarily “‘ arbitrary in the sense that they do not depend on the 
freely expressed preferences of individual economic subjects ” 
(e.g., the rate of investment, the choice between work and leisure 
and “the allocation of resources between communal and indi- 
vidual consumption ”’); that ‘‘ voting,” which consumers are said 
to exercise in a market, is “‘ by and large only a negative vote ” 
(“‘ they express their preferences among the goods already pro- 
duced, but because of their essentially passive nature, consumers 
seldom exercise much influence on what will be produced and 
offered them in the first instance ’’); and that “‘ economic plan- 
ning clearly involves something more than the mere adjustment 
of means to ends; it involves also the conscious choice of ends.” 
But he fails to develop the implications of these interesting 
qualifications. While he thinks that planning might reduce 
unemployment “quantitatively,” he fears (for no sufficient 
stated reason) that those drawn into employment may not be 
***employed’ in tasks which they are suited for physically or 
mentally’; and, regarding the trade cycle, he sees “ no adequate 
proof” that planning would “tend to minimise fluctuations.” 
The author’s knowledge of the experience of planning in U.S.S.R. 
does not seem to extend much beyond Brutzkus, and his com- 
ments on this subject are neither numerous nor very illuminating. 
In a few places the exposition is inclined to be prolix and to be 
overladen with quotations of what everyone else has said, beyond 
what is necessary to make the various viewpoints he is describing 
clear. But on the whole the presentation is competent and 
lucid, and the interpretation of a variety of opinions is discerning 
and sensible. 

Professor Zweig has adopted a more practical approach and 
has avoided, perhaps wisely, the sort of theoretical issues that 
have occupied Dr. Baldwin (his brief reference to these questions 
on pages 127-34 is not very extensive and does not go very deep). 
His chief concern is with the preliminary task of classification ; and 
he displays a much fuller knowledge of the available experience of 
State intervention and is more occupied with the administrative 
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and political problems which (as Dr. Baldwin himself admits) 
are entwined with the economic problem. Instead of starting 
from enquiries as to whether something called “ marginalism ” 
* will “apply ” in a planned economy or not, Professor Zweig 
starts by asking more modest, but important, questions such as : 
What sections of the economic system are to be controlled ? 
What order of priority is to be assigned to the various possible 
objectives of planning, such as equality, full employment, pro- 
ductivity? How far does planning aim to change the social 
structure itself or merely to modify the functioning of the eco- 
nomic system within an existing framework? His method, as the 
author himself describes it, is “‘a combination of analysis and 
historical description of a kind not unfamiliar in economic writings, 
especially in some older masterpieces, such as Smith’s Wealth of 
Nations and Marx’s Das Kapital.’”’ It would be not unfair, 
perhaps, to say that the descriptive element in the work is both 
more prominent and more successful than the analytical; and 
that the book is more stimulating in posing questions than in the 
answers it gives to them. At times the number of pigeon-holes, 
and the detail packed into them, set out in a series of short 
paragraphs of a few sentences each, is a trifle bewildering. But 
there is much of interest and importance in these pages for 
those prepared to devote some effort to the search. The author’s 
own attitude is one of tolerant compromise. Planning, he thinks, 
has come to stay. But “the richness of life lies in pluralistic 
and not in monistic solutions, and the greatest danger which 
faces planned economy is the tendency towards monistic solutions.”’ 
In his view “ the principle of planning should be applied only so 
far as is useful,” since “in small doses it may be useful, like a 
medicine, but in large doses it may kill the patient.” As to 
what this is to mean in practice he does not enlighten us, except 
to say that ‘‘ the new pattern of planning should be a work of 
art, rather than one of logic or economic mathematics,” and 
“ may apply different regimes of control, or ownership, or organisa- 
tion in different sections.’”’ He does not consider the possibility 
that social compromises of the kind hinted at may be highly 
unstable or that half-way houses may involve special problems 
of their own. 
M. H. Doss 
Cambridge. 





224 THE ECONOMIC JOURNAL [JUNE-SEPT, 


Keynesian Economics. By Maspet F. Tri. (Toronto: Uni- 
versity Press. 1942. Pp.ix + 198. $2.75.) 


A DETAILED survey of Keynesian economics which contains no 
statistics and makes no attempt to explain the course of the trade 
cycle, still less propound a remedy, may appear to be largely 
barren of interest to-day, and economists who pick up Miss Timlin’s 
book may be inclined to put it down again with the reflection that 
the basic principles of Lord Keynes’ work are sufficiently well 
known and that the time has come to move on to more practical 
questions of policy. Yet such an attitude is almost certainly 
wrong. It is true that we have advanced farther with pure theory 
than with the more tangled problems of statistical verification and 
administrative reform, and it would be disastrous if questions of 
pure theory were still to be given the undue emphasis which they 
have received in the past. Nevertheless, in concentrating upon 
the practical issues it is fatally easy to forget even some of the 
more fundamental propositions of economic analysis, and thus 
commit errors of logic which will vitiate the attempt to move on 
from pure theory to a study of the real world. It is therefore 
salutary to refer from time to time to the basic texts, and those 
who are consulting the General Theory will find Miss Timlin’s 
book a very thorough and well-documented commentary. 

The book is in the main a restatement of the principles of the 
General Theory. It does not set out to be original, but it 
contains many of the detailed modifications of Lord Keynes’ 
original theory produced in the subsequent discussions. The 
basic propositions do not call for comment or criticism, and the 
main topic for review is the form of presentation. 

Miss Timlin employs three models and examines their operation 
over the course of a week. In the Fundamental Model, which 
receives by far the greater part of her attention, she assumes that 
business-men make their sales contracts and their contracts with 
the factors of production on Monday, and that they enjoy perfect 
foresight. ‘‘ Under such conditions they will each match marginal 
costs to marginal revenue perfectly. Sales proceeds in the market 
will therefore determine the quantity of employment offered to 
the factors of production and the scale of output of consumption— 
and investment—goods industries ” (p. 97). There will, however, 
be sufficient uncertainty to give rise to liquidity preference, and 
with this construction she develops the theory of the instanta- 
neous multiplier. Entrepreneurs can foresee the effect of their 
actions on the national income, and they know the propensity to 
consume, the marginal efficiency of capital and the rate of interest 
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which will prevail at various levels of income. They can therefore 
choose those production plans which will give rise to a national 
income at which planned savings and investments are equal. 





: “There will be no individual hoarding for the week. If any 
amounts are abstracted from the transactions balances and used 
either to increase the savings balances or to liquidate bank loans, 
t ~ such actions will be taken by the entrepreneurs who will not wish 
1 to pay over to the factors of production sums which would be 
] hoarded rather than paid out for the consumption of goods and 
y new securities offered from output over the week” (p. 97). 
Changes in the marginal efficiency of capital, the marginal propen- 
: sity to consume or the rate of interest will cause changes in income 
f from one week to another, but planned savings and investment 
will always be equal. Clearly this is a most involved model, and 
: remoteness from the real world does not necessarily imply sim- 
2 plicity, as Miss Timlin tends too frequently to assume. 
‘ It is a pity that Miss Timlin does not make more use of her 
. Supplementary Models. The first of these assumes that contracts 
- with the factors of production are made on Monday, but sales 
> contracts are made on Tuesday; the second assumes the opposite. 
" On Monday business-men cannot foresee with accuracy what will 
happen on Tuesday, mistakes may be made and planned savings 
‘ and investment diverge (p. 24). Miss Timlin prefers in the main 
t to avoid these models. (‘‘ The whole concept takes on a rather 
? ragged appearance in a world where such errors are common. 
9 We shall make little definite use of it for this reason, but present it 
‘ because of the degree of attention given to it in the General 
Theory” (p. 99).) But is it really true that the theory is more 
5 difficult if we drop the rarified assumptions of the Fundamental 
h Model, which are so foreign to experience, and work instead with - 
A the Supplementary Models ? 
h Even the classical economists in rejecting the case for monetary 
t expansion did not assume such a degree of foresight as that 
"| required for Miss Timlin’s Fundamental Model. But they did 
t assume that the actions of individual business-men, undertaken 
* though they were in ignorance of their collective effect, were 


adjusted harmoniously by an invisible hand in the form of the 
pricing system. One finger of that hand was the rate of interest, 
d but, as Lord Keynes has shown, that finger has been paralysed 
and rendered inefficient by liquidity preference. Planned savings 
and investment may therefore diverge, and income will fluctuate 


ir 
- rather than the rate of interest. These fluctuations may set in 
st motion cumulative movements characteristic of the trade cycle 
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which are excluded from the Fundamental Model, based as it 
is on thef{assumption of temporary equilibrium. Is it not true 
that the instability of the economic system can be explained in 
this familiar way with greater simplicity and, at the same time, 
with a smaller departure from the real world ? . 

There is, however, one function served by the Fundamental 
Model which would justify its introduction in a subsidiary position, 
though not in the central position accorded to it by Miss Timlin. 
The exposition of the instantaneous multiplier refutes completely 
the belief, which is still surprisingly’ current in some quarters, 
that if only business-men knew more about their market prospects 
fluctuations in activity would not occur. 

Miss Timlin provides an elaborate analysis of the rates of 
interest for different types of securities and different periods of 
time. The normal rate remains, however, a somewhat obscure 
concept and, although she has worked out the relationship between 
long- and short-term rates, she does not discuss the theories of 
Professor Hicks and Mr. Kaldor and Dr. Kalecki which suggest 
that the “normal” rate, or “normal” range of rates, may be 
largely determined by future expectations of short-term rates. 
Professor Robertson might apply to Miss Timlin’s theory the 
stricture he brought against the.General Theory that the long- 
term rate is “hanging by its own boot-straps.” It is also a 
pity that Miss Timlin does not relate her analysis of the L, balances 
to the old Wages Fund doctrine of the classical economists. 

In spite of these criticisms and a tendency throughout to adopt 
an over-elaborate method of treatment with too many diagrams, 
the book is an able re-statement of the fundamental ideas of the 
General Theory, and will repay preliminary study by economists 
trying to formulate remedies for the disastrous scourge of unem- 


ployment after the war. 
Tom WILson 


London. 


Municipal Trading. By Herman Fixer. (London: Allen & 
Unwin. 1941. Pp. 431. 16s.) 

More than thirty years have passed since Knoop wrote his 
Principles and Methods of Municipal Trading, eight years after the 
first publication of Shaw’s Common Sense of Municipal Trading. 
It is a matter for reflection that, if housing is excluded, the share 
of public utilities owned and operated by Local Authorities has 
declined slightly since that early period of acute political con- 
troversy. And this notwithstanding the supersession of the 
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Liberals by the Labour Party as the other great political party. 
The field of municipal enterprise is, however, quite significant, 
particularly if house ownership is included, and the time was ripe 
for a new survey to be made. 

Economists may be interested in a study of municipal trading 
from at least three particular angles. First, such a study may 
throw light on the differences between and relative efficiency of 
State and private enterprise. Secondly, public utilities, whether 
operated by municipalities or private companies, have certain 
economic characteristics which present interesting consideratioas 
of price policy. Thirdly, a detailed account of any industry and 
particularly of industries subject to statutory control, throws 
light on the forces which in the short run affect the success and 
efficiency of the industry. 

Dr. Finer approaches his task as a person mainly interested in 
administrative problems. The sub-title of the book is ‘‘ A Study 
in Public Administration.’”’ Thus he is mainly concerned to 
show how municipal undertakings actually operate in practice, 
what are their legal powers, what provision they are required to 
make in respect of debt redemption and depreciation, how they 
are managed and recruit their staff, how they charge for their 
services, etc. He accomplishes this task with a wealth of refer- 
ence to the experience of particular undertakings. Readers will 
be grateful for Dr. Finer’s great industry, and students in this 
field will find many ideas and points which they will wish to 
follow up and develop at greater length. The book is thus likely 
to be most satisfactory to those interested in realistic studies of 
particular sections of the economic system. 

On the question of the relative efficiency Dr. Finer does 
little more than set out the deterrents and incentives to efficiency 
in municipal enterprise. His general approach to the question is 
handicapped by two things: by a refusal to make statistical 
comparisons between municipal and private undertakings, and 
by a lack of any comparable detailed survey of private operation. 
It is true that simple comparisons between costs and profits of 
different gas and electricity undertakings are full of pitfalls. 
But that is not-a reason for refusing to make any comparisons. 
Thus in considering whether municipal undertakings offer salaries 
sufficient to attract the best technical staff, it is surely relevant 
to ascertain the salaries paid by private undertakings. In the 
end he has to confine himself to a number of general observations, 
many of which turn on Pigou’s treatment of public operation in 
the Economics of Welfare. But Dr. Finer is clearly on the side 
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of the Local Authorities. “‘ With very few exceptions,” he says, 
*“* municipal undertakings in Great Britain are efficiently adminis- 
tered. . . . The best municipal undertakings are at least as well 
administered as the most successful private concerns.’ Within 
the field of monopoly this is probably true, though one would feel 
a little surer if one could read a similarly detailed study of privately 
operated gas, electricity and transport concerns. 

Not that Dr. Finer is completely satisfied with municipal 
operation. He makes a number of suggestions which, “ without 
putting too great a strain on human nature,’ would produce 
improvements. Some of these suggestions would relieve Local 
Authorities of certain handicaps under which they operate at 
present. He wishes also to see the municipal Treasurer given 
more say in the finances of the local trading undertakings. The 
areas of operation should be reorganised. And there is the strange 
suggestion, which surely would put a great strain on some natures, 
that the organisation of each undertaking should be subject to a 
septennial review by Royal Commissions or Departmental 
Committees. The last suggestion has this significance: the 
survey makes little mention of Departmental control over the 
undertakings, control over the efficiency of their operations that 
is. This is not an omission, for it is an important fact that there 
has been far less interest on the part of the central authority in the 
gas undertaking of a Local Authority than in its health or educa- 
tion services. The technique of positive statutory control in the 
field of economic enterprise is still in its infancy. 

D. N. CHESTER 
London. 


Government and Economic Life. Development and Current Issues 
of American Public Policy. Vol. I. By Leverett 8. Lyoy, 
Myron W. Watkins and Victor ABRamson. Vol. II. 
By Leverett 8S. Lyon and Vicror ABRAmson. (Washing- 
ton: The Brookings Institution. Vol. I. 1939. Pp. xv + 
519. $3.00. Vol. II. 1940. Pp. xi-+ 781. $3.50.) 


THESE two volumes give a detailed and systematic account of 
the Rooseveltian New Deal. The first volume considers Govern- 
ment policy towards private enterprise as applied generally, 
without important distinctions between one type of industry and 
another. After introductory chapters on basic concepts and 
conditioning factors, including the guiding objectives and criteria, 
Part II of this volume describes the Government’s policy on 
business organisation and procedure, and the provision of 
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knowledge for the public; and Part III the Government’s policy 
toward competition and labour. The second volume deals in 
successive chapters, each prepared by an expert, with the special 
treatment by the Government of particular “ industries,” such as 
foreign commerce, public utilities, transport, agriculture, coal, 
oil, and foods and drugs. This brings us to Chapter X XVI. 
The remaining chapters, though perhaps the most interesting, 
are less systematically organised. They deal with the National 
Recovery Administration that ushered in the New Deal, plans in 
case of war, the Government as a producer of final goods and 
services, public relief, and social security. 

Frequent reference to these volumes in the course of a year’s 
writing and speaking on American Economics has put the reviewer 
very much in the authors’ debt. They give a clear picture, 
otherwise difficult to obtain, of the later phases of the New Deal 
(including the Social Security legislation) against the background 
of American theory and practice. They also bring up to date 
most usefully the facts and theories of tariff policy, the Govern- 
ment’s policy toward Trusts, and the State control of industry 
and investment generally. Most chapters go deeper than a mere 
chronicle of news and views, and argue about the economic 
principles and the conflict of ideas behind the policy. The volumes 
in short form almost a standard dictionnaire raisonné of the New 
Deal. The reader may find not only what N.R.A., T.V.A., 
AAA., R.E.A., F.C.A., F.E.R.A., S.E.C., N.Y.A., P.W.A. 
W.P.A., et al., stand for, but how they all fit into or are fitted into 
the general scheme. Finally, indication and interpretation of new 
general trends at the end of the first volume, and concluding 
observations at the end of the second, give a God’s-eye view of the 


whole vast scheme itself. 
P. SARGANT FLORENCE 
University, 
Birmingham. 


Union Policies and Industrial Management. By Sumner H. 
SticHTER. (Washington: The Brookings Institution. 1941. 
Pp. xiv + 598. $3.50.) 

Collective Wage Determination. By Z. CLarK Dickinson. (New 
York: Ronald Press. 1941. Pp. xvii + 640. $5.00.) 


Wiru the increase in the power of American trade unions— 
partly due to renewed industrial prosperity, partly due to 
deliberate New Deal policy—these two books by leading American 
authorities are much to be welcomed. Particularly so as they 
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complement one another. Professor Slichter has the wider scope, 
but looks at the matter mainly from the trade union angle. He 
deals with union policy on hiring and firing, on operational 
efficiency, on technical changes and on wages. Professor Dickin- 
son deals only with wages, but takes more of a God’s-eye view of 
their determination. This means not that Professor Slichter is 
uncritical of union policy, but that he starts out with a detailed 
description, confined to America, of all such policies, their purpose 
and their specific economic results; while Professor Dickinson 
looks from the very outset at the principles or criteria underlying 
the wage policies. Seven of his twenty-one chapters deal with the 
*‘ factors commonly invoked in collective wage adjustments,”’ and 
another five with the influence on wages of the public policy of 
various countries. 

Professor Slichter’s book will be of particular interest to readers 
looking into the attitude of American unions—not only their 
opposition to capitalism (e.g., by make-work rules) and possible 
consequences of this opposition in the increase of unemployment 
and encroachment by cheaper non-union competition; but also 
the unions’ plans of co-operation with capitalism. There are most 
useful chapters on such co-operation on the railways and in the 
women’s and the men’s clothing industries. The sort of work that 
Production Committees and their staff might be doing today in 
this country is suggested by the activities of the Amalgamated 
Clothing Workers. This trade union, of which Mr. Sidney 
Hillman is President, developed (p. 518) “a group of experts 
capable of giving employers an industrial engineering service.” 
In the shop of one small firm, for instance, union agents gave 
practically their entire time for several months to a reorganisation. 
They brought down costs to the level of competitors by (p. 523) 
“changing the construction of the garment, the lay-out of the 
work, the method of wage payment, methods of work, the equip- 
ment of the shop and some of the personnel ”’! 

Active co-operation of this sort is still the exception, but the 
majority of American trade unions have, like the British, got 
collective bargaining recognised, and thus have succeeded in 
introducing what Slichter calls a system of industrial juris- 
prudence. They have established civil rights in industry, and 
have required that management be conducted by rule rather than 
by arbitrary decision. But at the very moment when encourage- 
ment of collective bargaining has been made a matter of public 
policy, the most important economic problem, as Slichter points 
out in his succinct set of conclusions (pp. 575-9), is likely to be 
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how to stimulate the expansion of production and employment. 
In framing the rules of management much depends, therefore, on 
the unions understanding all the implications of their interest that 
managers decide in favour of prices giving volume of production 
rather than a large profit margin. What these implications are, 
in a world changing with changing techniques and demands, 
Slichter admirably demonstrates, chapter by chapter. To gain 
the necessary understanding, managers and labour leaders should 
start with Slichter’s book itself. 

Professor Dickinson has written perhaps the more useful book 
as a text for students of economics and for the general reader. He 
is more discursive and sophisticated, and includes references to the 
Webbs, Cole, Russia and the most recent economic theories, some 
of which he commendably tries to test statistically. There is a 
short review of war-time wage policy in different countries and an 
all-too brief outline of the possible combinations and alternatives 
in post-war wage policies. 

P. SARGANT FLORENCE 
University of Birmingham. 


The Treasury and Monetary Policy, 1933-1938. By G. GRIFFITH 
JoHNson, Jr. (Cambridge, Mass.: Harvard University 
Press (Oxford University Press), 1939. Pp. 230. 14s. 6d.) 


“THE deliberate departure from gold may be said to have 
marked in this country the transition in the status of monetary 
control from a supposedly technical, non-political function to an 
admittedly co-ordinate instrument of political policy ” (p. 18). 

Mr. Johnson appraises the Gold Standard Act of January 1934, 
and subsequent developments, with understanding and detach- 
ment rare in the treatment of these controversial subjects. The 
technical aspects and consequences of the numerous measures are 
made almost deceptively clear by an elegant economy of detail ; 
had they been anything like so clear to those responsible for 
policy, much domestic conflict and much international strain 
might have been avoided. But, as Mr. Johnson himself 
emphasises, hindsight is easier than foresight. 

Few will now dispute that the successive phases of gold policy 
rested upon over-simplified assumptions of nineteenth-century 
theory and fact, and exerted various kinds of speculative pressures 
abroad mainly because they did not do what was expected of them 
at home. Or that silver policy, which was directed towards at 
least partial monetisation of silver in the United States, succeeded 
only in de-monetising silver elsewhere and bringing trouble on 
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nations which the United States was concerned to befriend. It 
would perhaps have required a Cassandra to foretell the scale of 
European demand for dollars. But a Stabilisation Fund which 
at the outset was equipped only to act as a pipe-line for the inflow 
of gold into bank reserves, an ephemeral separate Treasury Fund 
of inactive gold, and new Federal Reserve authority to raise and 
lower reserve requirements, constituted inept machinery to 
“ sterilise,”’ and later ‘‘ de-sterilise,”’ the germs of inflation carried 
by the incoming waves of gold. The machinery was practically 
useless to check the flow at its source on the many occasions when 
it was clearly desirable to do so both in the interest of the domestic 
credit position and of stability in the foreign exchanges. 

Mr. Johnson is critical, perhaps over-critical, of the subordina- 
tion of external to internal considerations, a subordination more 
serious in its effects because of glaring inconsistencies in the 
actions taken by the many authorities in the internal sphere. 
(His expertness in the maze of Treasury funds and finance by 
semi-autonomous agencies lends weight to his judgments.) The 
Tri-partite Monetary Agreement, however, marks a widening 
outlook. The Stabilisation Fund and the Equalisation Account 
share the credit for easing the abandonment of fixed parities by 
the European gold-bloc countries, even though their combined 
efforts could not stay the progressive collapse of the franc as the 
French Government lost budgetary control and influence on the 
capital market. 

The working of the Agreement in the second quarter of 1937, 
and the third quarter of 1938, is of special interest. The belief 
had been widespread in the United States that the Equalisation 
Account had been used in 1931 deliberately to over-depreciate the 
pound; in 1937 it was suspected of operating to encourage the 
upward re-valuation of the dollar in gold, and in 1938 of taking 
advantage of short-term liquidation of sterling balances to effect 
a lasting depreciation of the pound. Mr. Johnson doubts if the 
original belief was well-founded, or that the later de-valuation of 
the dollar can be justified as a measure of defence. He refers to 
the abrupt checks to credit expansion in the United States in the 
spring of 1937 as having prompted the suggestion of imminent 
re-valuation, and to the scantiness of the sterling assets of the 
Equalisation Account wherewith to intercept the concentrated 
gold flow at the prevailing fixed price statutorily offered for any 
amount by the United States Treasury. Finally, he asks whether 
American policy would have differed from British policy in the 
autumn of 1938 had the respective situations, especially the 
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situation in regard to the balance of payments, been reversed ? 

Mr. Johnson’s reserve in these three instances testifies alike to his 

understanding of complex issues and to his fair-mindedness. 
Everyone concerned with monetary statesmanship after the 


war should read this book. 
M. T. HoLtonp 
Girton College, 


Cambridge. 


Die Gesellschaftskrisis der Gegenwart. By WILHELM’ ROPKE. 
(Ziirich: Eugen Rentsch Verlag. 1942. Pp. 410. 12 
francs.) 


THE author, after losing his German chair in 1933, has been a 
Professor of Economics at the Universities of Istanbul and 
Geneva, and also been closely linked to the International Labour 
Office. This truly European background and experience should 
give his views on European reconstruction much weight. To 
English readers, he is known as the author of books on German 
Commercial Policy, Crisis and Cycles, and International Economic 
Disintegration. 

His present book can best be described as a continental liberal’s 
confession of unbroken faith, and his programme for economic 
reconstruction. While it would be absurd to analyse his special 
kind of liberalism fully within the compass of a short review, it 
may be approximately “located ”’ by the following programme 
of economic reconstruction: preservation of vigorous mixed 
farming, mainly of dairy and gardening products, on the Danish 
model; support for high-quality production by independent 
craftsmen, by consumers’ education and a system of consumers’ 
credit ; support of small shopkeepers; development of rural and 
small-town industries; long-term labour contracts; small-scale 
diffused property in land, houses, shares and savings accounts; 
destruction of monopolies by reform of patent law, company law 
(prohibition of holding companies), cartel law, general anti- 
trust legislation and control of advertisement; State monopoly 
in public utilities and railways; restoration of a multilateral 
liberal, mainly free-trade world economy, with M.F.N. and gold 
standard—this involving some degree of supra-national federation. 

The analysis of present conditions, from which this economic 
programme springs, transcends purely economic thinking. In 
fact, thinking in the all too rational terms of pure economics is 
declared to have been one of the major causes of our present 
calamities. The social theory of a mass society—though 
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developed independently—is roughly the same as the one known 
here from the writings of such other authors as Niebuhr, Ortega y 
Gasset, Drucker and Rauschnig. Thus, purely economic criticism 
—of which there could be plenty, on points such as the bracketing 
of trade unions with other monopolies as output-restricting 
agencies—would largely miss its mark. It seems, however, 
pertinent to remark that in spite of all his declarations against 
excessive rationalism, Professor R6pke himself frequently takes 
up a coldly rationalistic view which fails to do justice to the non- 
economic impulses of living people. This is noticeable when he 
tries to de-bunk the myth of full employment, or in his rather 
derisory comment on social security schemes (one imagines that 
he would heartily disapprove of the Beveridge scheme as a 
typical product of mass society). But surely, once people— 
rightly or wrongly—feel the absence of unemployment or the 
provision of social security to be one of their vital social needs and 
make these points the tests of the quality of their social order, it is 
merely repeating all the mistakes of liberal and Marxist 19th- 
century materialism (both equally distasteful to the author) to 
point out that unemployment is not really important economically 
and that the trade cycle has its good sides for which unemployment 
may be a cheap price ? 

Other criticisms come into one’s mind as one reads this book. 
Professor Répke seems to oppose to the pernicious 19th-century 
“ cult of the grandiose ”’ a perhaps too idyllic “ cult of the small.” 
Thus he discovers his new home country, Switzerland, as a model 
in all respects with much the same enthusiasm with which 
Rousseau discovered the noble savage. But with all reservations, 
one is deeply impressed with the profundity of thought which has 
gone into the writing of this programatic book. It is a most 
heartening sign of the quality of thinking on reconstruction 
problems now going on in the still free corners of Western Europe. 

England—not unnaturally—occupies rather an_ eccentric 
place in Professor Répke’s ruminations. While his attitude is 
decidedly anglophil, he is clearly much less familiar with English 
conditions—and English literature—than those of other Western 
European nations. (The inhabitants of Lancaster would be 
greatly startled to see their peaceful town bracketed with Bochum, 
New York and Pittsburgh as an example of monstrous Capitalistic 
industrialisation.) While he likes to describe his programme as 
that of a “ Third Way,” he gives no sign—in an otherwise richly 
documented book—of having come across Mr. Macmillan’s The 
Middle Way. In any case, to English readers, Professor Répke 
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would seem to be much closer to the uncompromising liberalism of 
Hayek, Robbins or Hutt than to the Middle Ways of Keynes, 
Macmillan or Dr. Temple. Perhaps the most topical part of the 
book for English readers will be the refreshing and devastating 
criticism of the Corporate State and the pressure of vested interests. 


H. W. SINGER 
University of Manchester. 


Post-War Worlds. By P. E.Corperr. (New York: Institute of 
Pacific Relations. (London: George Allen and Unwin Ltd.) 
1942. Pp. xiii + 209. 10s.) 


PreRuHaPs the greatest value of Professor Corbett’s survey lies in 
his analysis, and rejection, of various solutions that have been 
propounded of the problem of world government. His criticisms 
of the League of Nations, based as it was on the principle of 
indefeasible national sovereignty, go to the root of the whole 
problem, and he is very definitely of the opinion, in principle, that 
national sovereignty must give way before a “ supranational ” 
organisation if a peaceful world’is ever to be attained. ‘‘ We are 
in the stage,’’ he writes, ‘‘ of transition from the nation state to a 
world community,’ and adds that “this book . . . is devoted to the 
thesis that human intelligence is sufficiently advanced to shorten, 
in the construction of the world community, the long process of 
piecemeal organization that resulted in the nation-state.” Yet 
Professor Corbett does not expect the immediate creation of a 
world federation at the end of the present war, though he hopes 
for a less close organisation, to which he gives the name World 
Commonwealth. Thus, whilst noting the prominence in Clarence 
Streit’s scheme of the federal idea, he says, “I do not see evidence 
yet of a sufficiently widespread and powerful sense of the 
community of the human race to serve as a basis for what would 
amount to a world-federation.”’ Equally he rejects “Anglo- 
Saxonry ”’ as an insufficient basis for a future world-organisation, 
for “ the other nations would not indefinitely submit to British- 
American coercion,”’ even if the British and American peoples were 
willing to sustain the cost of maintaining it. 

On the constructive side Professor Corbett’s proposals depend 
necessarily on “the shape of things to come ”’ at the end of the 
war. He places some hopes in the formation of a series of regional 
groups—e.g., the Pan-American Conference; the U.S.8.R.; some 
kind of European confederation; a possible Eastern league, 
including China, Japan, India, and an Indonesian Union—N.E.L., 
Philippines, Burma, Indo-China and Thailand. A Middle-Eastern 
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group, including Turkey, Persia, Egypt and, presumably, Iraq, 
Syria, Palestine and Arabia, might also appear. In addition, he 
appears to contemplate the continuance of the British Common- 
wealth, though some of its members—e.g., Canada—might also 
be members of other groups—e.g., Pan-American Union. “There 
are,” he admits, ‘‘ rough edges everywhere.” 

It is to these lesser regional unions that Professor Corbett looks 
in the first instance. But beyond them there would stand the 
World Commonwealth. This organisation is to consist of a single 
Chamber Assembly, based on the existing national States, though 
there would be variation of voting power from three to one votes, 
according to the size of the States. Decisions of the Assembly 
would be by a majority of the whole, and it is to be the Assembly 
which “ draws up the statutes governing the administration of 
inter-regional interests, appoints the personnel of the various 
organs of the World Commonwealth, establishes its budget and 
supervises its expenditure, determines general policy and reviews 
its execution, and enacts necessary reforms in the law of nations.” 
There would also be a World Court, with compulsory jurisdiction 
in interregional disputes ; an Economic and Financial organisation, 
including a Central Bank; a Social organisation; a Territorial 
Administration Commission, and Commissions on Transit and 
Communications and Intellectual Co-operation. 

It cannot be said that Professor Corbett’s outline of the post- 
war world organisation is wholly convincing. His World Common- 
wealth ‘“ has no collective armed force at its immediate disposal,” 
and, since he rejects an executive council, such as the Council of 
the League of Nations, any decision to enforce the “‘ compulsory 
jurisdiction in interregional disputes’’ of his proposed World 
Court must presumably be taken by a majority vote of the 
Assembly of the component States. The experience of the League 
hardly encourages the supposition that it would either be taken 
without delay or would be honoured in action by dissentient 
States. Despite his approyal, in principle, of a supranational 
police force, the author’s “‘ realism ’’ forces him to leave his World 
Commonwealth without “teeth.” And the difficulty of dealing 
with the conflicts between the regional groups, which he expects 
to come into being, is inadequately met by the brief remarks, in 
which he looks for a solution first in the regional machinery itself, 
and secondly in the “ intelligent operation of the universal legisla- 
tive, judicial, economic and social agencies maintained by the 
World Commonwealth.” Despite his recognition of the need for a 
supranational police, Professor Corbett ends by offering us a world 
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authority weaker rather than stronger than the League of Nations, 
which it would replace. It may well prove impossible to revive 
the League in its old form, even if strengthened by the adherence 
of the United States. But, if that be so, it would appear more 
hopeful, on Professor Corbett’s own premises, to rely on the 
combined efforts of America, Russia, China and the British 


‘Commonwealth, together with the other United Nations, to 


provide the basis of an international order, based, indeed, on 
generally accepted principles of international right, but also 
endowed with the force necessary to secure the observance of those 
principles. 
E. J. Passant 
Sidney Sussex College, 
Cambridge. 


The Jewish Community. By S. W. Baron. (Philadelphia : 
Jewish Publication Society of America, 1942. Vol. I, pp. 
xii + 374; Vol. II, pp. 366; Vol. III, pp. 572. $2.50 per 
volume.) 

THE title inevitably attracts the economic historian; but he 
finds more grist for his mill as pure historian than as economist. 
That is because Professor Baron is concerned rather with the 
location, privileges—or lack of them—and organisation of the 
various Jewish communities with which he deals than with the 
day-to-day business activities of their members. His book is a 
constitutional history of Jewry. 

The range, like the learning, is most impressive—from Pales- 
tinian Municipalities and Jewish Egyptian politewmata, through 
communities “ protected”’ by the Caliphs or protected and 
utilised for their own ends by medieval Christian rulers, to such 
“ super-communities ’’ as the early modern Polish—Lithuanian 
Council. A splendid index ranges from Babylon to a grave- 
yard in the New York Bowery. The tone of the text is almost 
unbelievably impartial, even when we come to Anti-Semitism. 
Medieval kings exploit the Jews, but there was “ economic 
exploitation of the masses by the Jews” (I, 244). ‘‘ The pro- 
gressive concentration on moneylending encouraged combining 
scholarly and commercial activities.” Your moneylending Rabbi 
—like your banking Quaker !—had leisure for study. 

Many ideas and facts such as these which attract the economic 
historian are dropped, as it were, by the wayside. Jewish Law, 
“originally developed under the semi-capitalistic civilisation of 
the Hellenistic and early Roman empires ” (I, 211), was far more 
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pliable and economically available than the lumbering customs of 
the medieval North. As we might have expected, Frederick II, 
stupor mundi, used Jews to run his Sicilian and Neapolitan state 
monopolies (I, 235). Where Jews were numerous enough they 
adopted “ gild”’ organisation, again as one might expect (I, 
365-6, 368). They had their merchants’ hostels in the Medi- 
terranean regions—fondachi, like the great Gentile ones of Venice. 
There, and in early modern times in the North, the communities 
came ‘ under the control of a plutocracy, which tended to per- 
petuate its rule on a nearly hereditary basis ”’ (II, 50). 

Who would have thought that the chief plague of Jewish com- 
munities was the burden of debt ? (II, 268 sqq.). It wasso. You 
borrowed to meet the greedy demands of princes, and you 
borrowed to help your own poor. If you borrowed internally 
there was the problem of usury, just as among Christians. If you 
borrowed externally, your Christian creditors might organise an 
expulsion or a pogrom. Yet, one way or the other, you did 
borrow, and for the most part externally. When the French under 
Napoleon conquered Rome, the impoverished Jewish community 
was heavily in debt to the Pope. 

There are curious details about synagogue pew-rents (I, 130); 
about Kosher wine (II, 162); about sumptuary laws, price-fixing, 
and the problem of house rents in the ghetto (II, 301 sqq., 300, 296). 
There is much about the admirable Jewish care for their own poor 
and for their Palestinian fellows. 

Volume II ends with the partial or complete disintegration of 
Jewish communal life in the eighteenth century, under the com- 
bined influences of debt, governmental indifference to groups that 
were no longer used or useful as sponges, individualism, ‘“ en- 
lightenment,”’ and the ever-growing power of money. ‘ Gone 
was the great medieval emphasis on descent, piety and, especially, 
learning ” (II, 362). Then there would come nineteenth-century 
emancipation and partial assimilation; and then The 
story stops before that. The third volume is all notes, biblio- 
graphy and index. 





J. H. CLAPHAM 
King’s College, 
Cambridge. 


















The Economics of 1960. By Cotin CLarK. (London: Macmillan. 
1942. Pp. x + 118. 8s. 6d.) 

‘THis is a quite exasperating book. It is exasperating because, 

as on more than one previous occasion, Mr. Clark has set himself 
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an absolutely first-rate problem and then, either because of its 
sheer magnitude or because of a certain reluctance to think out 
the full implications of his statistical calculations, he has failed to 
carry his project to a wholely satisfactory conclusion. It is 
exasperating because, at a time when many of us are busily con- 
cerned to try to see the shape of things to come, it yields very 
paradoxical results without sufficiently justifying them. And it is 
additionally exasperating because it is at many points so obscure. 
Indeed I am constantly carried back ten years in my memories, 
and see myself again with my head round Mr. Clark’s door in the 
Marshall Library at Cambridge, trying to get him to explain 
what exactly he has been doing, and being fobbed off with some 
quite unintelligible answer while he waits with hand poised to 
rattle out the next calculation on the machine. Please, Mr. 
Clark, do not despise us, your readers and the gentle art of per- 
suasion! Take us a little into your confidence, if we are to 
believe your results and to help them to bear fruit ! 

The year 1960 represents for Mr. Clark’s purposes two separate 
concepts—it is both a moment in time, only some nineteen years 
ahead when Mr. Clark finished his work, and a state of economic 
equilibrium, when certain factors with which Mr. Clark is con- 
cerned will have completely worked out their effects. My 
own difficulties with the book spring largely from this duality. 
Many of the paradoxical results (of which more hereafter) arise 
only if Mr. Clark is right about the speeds with which very long 
term adjustments can be carried through. 

Since the whole procedure depends on the equilibrium that is 
assumed, it is necessary to set out briefly Mr. Clark’s method. 
He starts from the growth of production per occupied person in 
the secondary and tertiary industries (primary industry is agri- 
culture; secondary includes mining, building, power supply and 
all general manufacture ; tertiary is all other economic activities— 
mainly service and transport). The outputs in secondary and 
tertiary production are said to be derived from extrapolation of 
current data, but Mr. Clark neglects to give us the calculations, 
and I am left completely uncertain what annual rate of progress 
he is assuming from now onwards, and whether it is uniform for 
this country and all other countries, or different for each in 
accordance with its state of development, and | am quite unable 
to judge whether the assumed progress is reasonable or un- 
reasonable. 

Having obtained output per head in these industries, Mr. 
Clark deduces the value of agricultural wages by assuming that 
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they lie (ordinarily) between one-third and one-half of average 
non-agricultural incomes. The level of agricultural wages thus 
deduced gives the marginal productivity in agriculture in terms 
of money by determining the scale of agriculture in the given 
country. From the marginal productivity is deduced the average 
productivity. The latter (on the basis of some widely dispersed 
figures relating density of settlement to output per head) is put 
at twice the marginal productivity. The real marginal productiy- 
ity, however, depends on the growth of the real production per 
head and the ratio of agricultural to other prices. The former is 
assumed to be 324% uniformly the world over. The latter is 
found by experiment. For various alternative prices Mr. Clark 
calculates for all countries the total incomes, the corresponding 
total food consumption, and the total food production. He finds 
that the value of food products in relation to other products 
which equates total supply with total demand is about 1-9 times 
the present relation. The volume of tertiary industry is deduced 
from a curve fitted to certain known data. The volume of secon- 
dary industry is then obtained by difference from the total working 
population. 

I have greatly over-simplified Mr. Clark’s method. All 
changes are made subject to certain maxima and minima. The 
minimum proportion of the population to be occupied in secondary 
industry is put at 173%; this covers building and other production 
that is not readily transportable. Tertiary industry must not 
fall below 15%. More important, a maximum reduction of 35% 
is assumed to be possible within the time in the case of the agri- 
cultural population. There are also special complications of 
special areas for which provision is made outside the general terms 
of the calculation. 

There are a number of underlying assumptions of this equili- 
brium that it is important to bear in mind. First, it is assumed 
that each and every country has achieved full long-period equili- 
brium in the balance of the volume of agricultural and industrial 
activities and in respect of the relative costs of the two, apart 
from the limitations imposed by maximum rates of change. 
Second, it is assumed that the rate of diminishing returns to 
each added £1 million of expenditure on agricultural products is 
the same as the existing average rate. This is far from obvious. 
In general the initial expenditure on food is on the bulky, land- 
using, forms, while added expenditure on eggs, pig-meat, market- 
garden produce, fruit and on better methods of food-processing 
and preparation might be expected to be less extravagant of 
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land. Not all of the added expenditure takes the form of reducing 
under-nourishment in the bulky foods. Third, it is assumed that 
international trade in both primary and secondary products is 
free or at the least (p. 64) ‘‘ that such restrictions and hindrances 
as are imposed upon international trade in primary products will 
not be sufficient to effect any substantial redistribution of pro- 
ductive resources in the restricting country, as compared with the 
equilibrium distribution of productive resources determined 
above.” This last assumption is obviously of immense importance 
in relation to Russia. 

It is obvious that the accuracy of Mr. Clark’s final results 
depends on the accuracy with which he has succeeded in estimat- 
ing the growth of productivity and output in secondary and 
tertiary industries and the possible rate of transfer to these. A 
glance at the Table on pp. 70-1 (I would strongly advise any 
reader to start by digesting thoroughly this Table) shows that it 
is assumed to be possible by 1960 for India and Burma to increase 
secondary and tertiary production from 37-6% of the whole to 
72:3%, for China to increase from 25-0% to 59-9%, for Russia 
to increase from 25-9% to 74-8%, Japan from 49-7% to 87-0%. 
The dramatic change in the assumed terms of trade is largely the 
consequence of these changes. Russia and Japan and China 
which were on balance exporters in 1934-8, are estimated to be 
very large importers in 1960—Russia the largest in the world 
receiving more than a quarter of all primary imports, and Japan 
the third largest after Russia and the United States and ahead of 
ourselves. If these prognostications are wrong, the terms of trade 
and the estimate of our own future position may be widely wrong. 

The justification for these rates of transition is, first, a growth 
of secondary and tertiary industry (estimated from two sets of 
figures from different sources and slightly uncertain comparability) 
from 22% to 54% in the 13 years between 1926 and 1939 in 
Russia, and a similar growth from 28% to 50% in 33 years in 
Japan between 1897 and 1930. The Russian figures here quoted 
appear wholly discrepant from those of primary production 
given in the Table on pp. 70-1 and the definitions seem suspect. 
The Japanese figures do not support a doubling or trebling of 
these industries in 20 years. Much better evidence is required 
that the rates of increase assumed in secondary and tertiary 
industries are actually capable of achievement, quite apart from 
any question in the case of Russia of their political probability. 
It is obvious, moreover, that the violent change assumed in 
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regarding the change of outputs per head in agriculture and in 
industry in particular countries. A higher assumed rate of improve- 
ment in agriculture and a lower assumed rate of improvement in 
industry in the particular countries concerned would have left 
the inducement to move from agriculture into industry in Russia, 
Japan or China very different. But the uniform 323% improve- 
ment in agriculture assumed for all countries alike is derived by 
averaging actual improvements of 49% in Sweden, 39% in U.S.A., 
23% in Australia, and 19% in Germany during the last twenty- 
five years. A 49% increase in Russia alone would yield a sub- 
stantially different final result. Nor, again, is it clear that the 
population of Russia in relation to land justifies the application to 
it of the same assumptions regarding diminishing returns as apply 
to other countries. Indeed the diagram on p. 36 gives good 
reason to doubt the validity of such a process. 

For such reasons as these, a reader may well be forgiven a 
certain amount of scepticism when he finds that, whereas by 
1960 the income per occupied person will have risen by 118% in 
the U.S.S.R., by 110% in Japan and by 66% in the U:S.A., it will 
have increased only by 12% in Switzerland and by 26% in this 
country. 

For my own part I profoundly distrust the final results. I do 
not feel happy about the universal application of several of Mr. 
Clark’s conditions of equilibrium. I do not feel happy about the 
rates of expansion of secondary and tertiary industries that he 
has assumed in many of the backward countries. I do not believe 
that we shall see Russia adopting a general free-trade policy and 
becoming the world’s greatest importer of primary products. I 
do not believe that the scarcity of land in Russia is such as to 
make it profitable for her to do so. Lastly, I do not believe that 
all the secular problems of the world will have come so near to 
solution by 1960. But I do feel grateful nevertheless to Mr. 
Clark for having irritated me into some much harder thinking. 
It is always the fate of philosophers to be regarded as gadflies, 
and Mr. Clark may in the event well turn out to have been so 
much righter than I. 

AUSTIN ROBINSON 
Sidney Sussex College, 
Cambridge. 
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NOTES AND MEMORANDA 
THE GERMAN WAR ECONOMY—IX ? 


General Organisation 


Red Tape remains an acute problem. The increase in paper 
consumption (in 1941 it was 67% above 1938) is some index of 
the ‘‘ paper war.” Volkswirt gives an example. The permit to 
buy a torch battery worth 5d. sets in motion a procedure costing 
a multiple of the value of the battery and taking up “ several 
hours of highly qualified administrative and investigatory 
personnel.”” The paper pleads for some discretion for the retailer 
in disposing of small stocks. To reduce red tape, another drive 
has been launched for the “ simplification of statistics and reduc- 
tion of forms and questionnaires,’ entrusted this time to the 
Minister of Armaments—the previous creation of a Central 
Statistical Office not having led to the desired result. According 
to Schmeer, the newly appointed Commissioner in charge of this 
drive, the Central Office failed “‘ because just as before a great 
number of questionnaires went out without the permit of the 
C.S.0. being applied for.’’ The usual excuse was that these were 
not “ statistics’ but special “‘ enquiries” (Volkswirt). “The 
demand by department for ‘ primary material ’ is as unjustifiable 
as it is senseless.” Enquiries are to be replaced by samples, 
standard forms evolved, and all results pooled. A Central 
Office for Mechanised Statistics has been set up with Regional 
Offices—one attached to each Regional Board—equipped with 
“batteries of Hollerith machines.”” Managers are forbidden to 
respond to any questionnaires not officially approved. All 
firms and commodities have been classified and coded to simplify 
enquiries and statistical work. For the public, the statistical 
black-out deepens. Volkswirt complains that war conditions 
“often serve as an excuse for discontinuing information.” 

1 This ninth instalment covers events during October 1942—March 1943. 
Conversion is at £ = 12 marks, as hitherto. Some further statistical material 
for the same period as that covered by this survey is given in a forthcoming 
Memorandum of the London and Cambridge Economic Service (quoted as L.C.E.S.). 
A more general survey will be found in a paper by the present writer on “ The 
German War Economy,” Manchester Statistical Society, 1943, where readers 
will also find some tables comparing British White Paper data with German figures. 


The National Institute of Economic and Social Research continues to support 
the series by a grant. 
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The Ministry of Armaments and its new system of “ Rings ” 
and ‘‘ Committees ’’ were described in the last survey. In a 
survey of the first six months’ working of the new system further 
examples have since been given of the results obtained. The 
Trailers’ Committee (attached to the Main Committee for Vehicles) 
has concentrated production in 173 plants (instead of 402); 
1,248 suggestions have been made for improvements arising out of 
inter-firm comparisons, resulting in an annual saving of 2,064,000 
working hours (about 800 workers) and of £285,000 worth of 
materials; standardised models for 38 kinds of vehicles have 
been evolved; specifications for 13 models have been simplified, 
saving 2,830 tons of quota-allocated materials. Similarly, the 
‘“‘ General Tools ’’ Committee has reduced the patterns of axes 
and hatchets from 3,360 to 60; of files from 4,000 to 200; of 
bottles from 1,000 to 91. By simplifying the design of kit bags 
1-2 million working hours were saved. 20 lb. of material per 
ammunition crate have been saved by simplification; 15% of 
loading space has been saved in the case of window glass; out- 
put of railway repair shops has been increased by 16%. 

Regional Organisation.—The setting up of regional “ Arma- 
ment Commissions ’’ by the Ministry of Armaments was briefly 
mentioned in the last survey.2_ It has now been made clear that 
the Armament Commissions are to be the “supreme regional 
body.” The Ministry of Armaments is “thus given a certain 
precedence over the other Ministries with a regional organisa- 
tion ”’ (i.e., Labour, Economics, and Transport). In addition, 
the Main Committees of the Ministry have also set up Regional 
Delegates—one for each region. The “certain precedence” 
of the Ministry of Armaments is also apparent from the com- 
position of the Armament Commissions. Of the six members in 
each region, three are delegates of the Ministry of Armaments 
(one of them the Regional Delegate of the Main Committees); 
the other members are the Director of the Regional Economie 
Office, the Director of the Regional Labour Office and the Presi- 
dent of the Regional Economic Chamber.* Volkswirt calls the 
absence of transport experts “surprising.” The paper com- 
ments that the Armament Commissions ‘do not only co- 
ordinate like the Regional Boards in England, but make decisions 
which are binding on all other regional bodies.” The Armament 
Commissions have also taken over the functions of the old regional 
“‘comb-out commissions.” 4 The Regional Delegates of the 
1 VIII, pp. 121-122. 3 VIII, p. 122. 3 See VIII, p. 122. 

4 See June-September, 1941, p. 198. 
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Main Committees have been vested with compulsory powers for 
inter-firm transfer of materials and machine tools; they super- 


“ce 9 


sede all voluntary “ clearing’ arrangements. A Special Com- 
missioner at the Ministry of Armaments has been appointed to 
effect inter-regional co-operation between the regional organisa- 
tions of the Ministry. 

It is interesting to note, as an indication of the “ managerial 
revolution ” which the new system has brought about, that some 
of the journals are worried at the way in which the engineers in 
the Ministry of Armaments have ousted the business men and 
lawyers. 

Organisation of Supply 

Industrial Concentration.—The number of Joint-Stock Com- 
panies fell during 1941—after allowing for territorial changes— 
from 5,397 to 5,331. By the middle of 1942—hbefore the new wave 
—8% of all firms in the “ Trade ’’ Group were closed, 90% of 
these because of calling-up of owners. Out of 5,000 brickworks, 
4,000 (representing over two-thirds of the total capacity are 
closed. Of 11,000 spirit distillers, 93-5%, with 50% of the 
capacity, are closed (two-fifths of them since the end of 1941). 
Of the remaining textile firms, a further 50° were closed during 
1942. Among makers of office furniture, 75% were closed, 
including all small handicraft firms. 

A large new measure of concentration was announced in 
January 1943, after Stalingrad. All retail shops are graded : 
Class I (370,000 shops: dealers in food, seed, fuel, cattle-feed, 
manure, agricultural machinery and cattle) are unaffected. 
Class Il (174,000 shops with 325,000 persons: clothing, shoes, 
chemists) are to be ‘“‘ reduced.” Class IIT (103,000 shops with 
300,000 persons: books, furniture, tobacco, toys, etc.) are to be 
“severely reduced.” Class IV (53,000 shops with 95,000 per- 
sons: jewellers, stamp dealers, sweets, high-class bespoke tailor- 
ing, luxury catering, hat, umbrella, perfume shops) are to be 
closed down completely. Shops also doing repair work are to get 
special consideration. Another 500 bank branches are to be 
closed ?; insurance canvassing is to stop, and two-thirds of all 
papers and journals are to disappear (including many economic 
journals). The new measure was to be carried through by March 
15. 

The stocks of the newly concentrated shops are not to be sold, 
but taken over by Government Departments, partly for export 
purposes. ‘The owners receive the normal assistance given to 


1 270 had been closed already. 
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concentrated traders (rent relief, etc.), money compensation for 
stocks, and priority certificates for restocking after the war. 
Wherever possible, stocks are to remain within the same district. 
To prevent stocks being disposed of, heavy penalties are threatened 
and a limitation of daily sales is enforced.1 Appeals against 
closing are decided by the Party Gauleiters, in their capacity as 
Regional Defence Commissioners; this further strengthens the 
trend towards increased Party Control of economic life.? The 
levy on open shops has been increased by 50% to provide part of 
the extra compensation required. 

The measure mainly affects specialised shops, but some 
Department stores have also been closed where there is a “ clus- 
ter.” All Department stores have to concentrate selling space. 
The full effect of the measure should be to close a further 120,000 
shops (out of 600,000), in addition to 80,000 previously closed, 
and to release a further 300,000 persons (out of 2-2 millions), in 
addition to 300,000 previously released. 

It is noteworthy to find Volkswirt state, a few weeks before 
this new decree, that more concentration of shops ‘‘ would lead 
to a further highly undesirable burden on consumers.” The 
paper admits, however, that “the multiplicity of small shops 
encourages the ‘ vanishing ’ of goods, and gives more people an 
incentive and opportunity to engage in barter.” It is also 
curious to recall that not long ago, Volkswirt, in referring to the 
(Craig—Henderson) Report of the Retail Trade Committee, and 
to the doubts which had been expressed “ whether concentration 
would not endanger the war-essential extent of distribution,” 
had written: “A German observer would re-echo the same 
doubts in even stronger terms.” 

Fuel Saving.—Special demonstrations have been held for all 
in charge of central heating systems in flats. These were at first 
voluntary, and Volkswirt admitted that they “are often poorly 
frequented, on the excuse of lack of time.” ‘ This,’”’ the paper 
adds, “‘ must not be allowed to be an obstacle.” Since then 
they have been made compulsory, and it is claimed that 150,000 
persons attended, mainly caretakers, house-owners and domestic 
servants. Only 1l-minute-switches are now permitted on the 
stairs of tenements, all permanent switches must be removed. 
Figures are given of the saving of electricity in one region: peak 
load reduced by 10% (the target had been 20%), total consump- 
tion reduced by 7-8%. 


1 See below, “ Restriction of Consumption.” 
? See VI, p. 186, and VII, p. 379. 
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To increase the output of coal, superannuated or partially 
disabled miners are now employed in separate seams which it 
would not otherwise pay to work and where they do not hold up 
more efficient workers. Miners are also doing voluntary unpaid 
Sunday work, as a result of a special appeal for “‘ Armour Shifts.” 


Labour 


New Registration.—After Stalingrad, and simultaneously 
with the new wholesale concentration of trade,2 a new com- 
pulsory registration for war work was ordered, to cover everyone 
not working at least 48 hours a week, men up to 65 and women up 
to 45. Exemptions were granted to employers of over 5 persons, 
civil servants, doctors, farmers, clergymen, women with 2 children 
under 14 or 1 child under 6 at home. Heavy penalties were 
threatened for failure to register or for helping other persons to 
evade registration “‘ by giving them fictitious or easy jobs ”’; no 
ration cards or permits are to be given without proof of registra- 
tion. Women with a child under 14 are to be directed to war work 
only after the childless women. Boys and girls at school have to 
register on attaining the age of 16. The registration was to be 
completed by March 31. 

Women are criticised for avoiding direct war work by a 
“flight into offices.” Employers are asked to exercise care in 
assigning jobs to these new workers, but to refuse to “‘ pay too 
much attention to a preference for office work.’ Almost all the 
new workers will be inexperienced and new to factory conditions, 
and this will put a strain on welfare organisations. It is also 
expected to give a new impetus to mass production methods. 

Labour Conscription.—Conscript girls are now used as tram 
conductors. All temporary labour conscriptions for the 1942 
harvest * are automatically renewed for the 1943 harvest. Over 
90% of the men conscripts are now doing army auxiliary work. 

Women.—The latest figure for women employed (9-7 m.) 
shows an increase of 600,000 over the figure mentioned in the last 
survey ‘; the intake has thus speeded up considerably. Alto- 
gether, 15 m. women are working; of these 6 m. are married ; 
2.4m. have children. The number of domestics in Berlin (includ- 
ing foreigners) has been reduced to 54,000 (compared with 128,000 
in 1925). They are to be withdrawn from childless households. 
The number of places in day nurseries—1,108,000—shows an 

1 For figures, see L.C.E.S. 2 See above, ‘‘ Organisation of Supply.” 


* See VI, p. 192; VII, p. 384; and VIII, p. 128. 
‘ VII, p. 128. 
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increase of 280,000 over the previous figure. The period of 
comparative leniency with women is clearly at an end, especially 
as the main purpose of that policy, the maintenance of the birth 
rate, is now impossible of attainment. 

Foreign Workers.—Their numbers continue to increase, but 
figures are now less readily available. Unofficial figures of up to 
10 m. are mentioned. During 1942, there were 800,000 farm 
workers a‘one brought in from the East. The latest number of 
Ukrainian workers (711,000) shows an increase of 211,000 over 
the last known figure.2, The general control of foreign labour is 
in the hands not of the labour exchanges, but of the Party Dis- 
trict Leaders. Foreign workers, on principle, are to live in 
camps or barracks because this (a) facilitates their control, (b) 
makes it cheaper to feed them, and (c) relieves the housing 
shortage. The permit to live in private billets is used as a special 
premium for and incentive to efficiency. 

Volkswirt estimates the output of Eastern workers at 70-90% 
of Germans; but it declares that, if properly treated, housed and 
fed, their output will go up to 90-100%. Foreign juveniles are 
now brought in for training as miners and for permanent settle- 
ment. Zangen (Chairman of the Central Group “ Industry ”) 
declared that the training of foreign labour was a ‘‘ major German 
contribution to European reconstruction,” and was producing an 
“efficiency equalisation of labour throughout Europe.” The 
use of selection tests among Eastern workers before assignment 
to work is spreading. 

Foreign women from the East are now engaged in building. 
It is planned to bring in 400,000 more foreign domestics (half for 
urban and half for country households). 

Training.—Some more figures have been given concerning the 
185 communal (inter-firm) training centres mentioned in the last 
instalment.? They serve 6,000 firms and contain 25,000 places 
for apprentices. Of the 185 centres, 60 are for iron and metal 
trades, 25 for textiles, 23 for building, 5 power and transport, 
4 printing and paper, 4 timber and forestry, 3 bricks and stones, 
1 clothing, 1 catering. The remaining 59 are joint handicraft 
training centres. It was stated in January 1943 that all 
German training facilities are fully booked up to the middle of 
the year. To facilitate control and employment of apprentices 
and trainees, the Institute of Vocational Training has issued 4 
standard record card; its use is “ officially recommended.” 
The “Labour Front”? alone now runs 308 training centres. 

1 VIII, p. 129. ® VILL, p. 130. 2 VIII, p. 130. 
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During the last 6 months of 1940 alone, 10,000 war-disabled men 
were re-habilitated in a centre. 

Juveniles.—In agriculture a regular ‘“‘ apprenticeship” has 
been instituted, with an intermediate examination after two years, 
and a final examination after four years. Sons of farmers should 
spend at least one of the four years on other farms. Some 
40,000-65,000 ‘‘ model farms” are to be selected as “ training 
farms ’’—one in each village. School boys now work as tram 
conductors, doing 24 hours a week. Boys are still very reluctant 
to become coal-miners, in spite of the recent wage increases, and 
foreign boys had to be brought in +; in one town only 6% of the 
2,100 vacancies for boys in mining could be filled. Special 
Selection Centres for the up-grading of clever boys and girls have 
been set up. There were 66 courses in the 38 centres during 
1942; 2,100 boys and 500 girls attended (1,800 and 400 in 1941). 
Of the 3,900 boys (in both years), 1,400 were placed as key per- 
sonnel and 1,100 were selected for further study in Institutes 
and Universities. 

Wages Policy * 


The period under review saw important movements in this 
field, first in the direction of a general spread of piece-rate systems, 
and then in a general policy of cutting existing piece rates where 


they have led to exaggerated earnings. 

Wage Systems.—The steel industry is the second industry— 
after building *—for which an entirely new wage structure, based 
on piece rates, has been set up. Steel workers have been graded 
into 8 classes for purposes of pay. In the building industry a 
detailed piece-rate list for 800 jobs has been evolved. More 
details are mentioned of the new “ self-controllers”’ and “ self- 
calculators.” The appointment takes place in a solemn cere- 
mony, the ‘“ factory leader ’’ (employer) handing over a special 
certificate. In the case of the “ self-calculators,”’ the appoint- 
ment is described as ‘‘a turning point in the men’s lives ”’; 
80°% of them are said to have reduced their standard time fixed 
by themselves, only 20% have increased it. Zangen reiterated 
the demand for a general transition to a piece-rate system which 
“fully reflects the duty to a full production effort.” Syrup, 
Director of the Employment Exchange system, writes in Reich- 
sarbeitsblait: ‘‘ The unhealthy ratio between the earnings of the 
highly skilled man on time rates and the semi-skilled worker on 
piece rates (who is too favourably treated) must be altered so as 


1 See above, “ Foreign workers.” 2 For figures see L.C.E.S. 
3 See VII, p. 388. « See VII, p. 386. 
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to mobilise the existing efficiency reserves. This will also ease 
the task of labour control.”’ 

Apart from these rumblings the general cut in piece rates was 
also foreshadowed by Ley in November when he stated that 
** present piece rates do not accurately reflect efficiency. Workers 
must accept fair standard times.”’ He then referred, for the first 
time, to the coming ‘‘ Reich Wages List.’”’ Thus, the previous 
decision to postpone the general revision of the wages structure 
until after the war,! had been set aside. The new wages measure, 
it is openly admitted, aims at getting “‘ more work at the same 
wage.” It is a gamble on wage-earners trying to maintain their 
previous earnings by harder work. It is also hoped that the 
programme of utility production of civilian goods,” and the 
October increase in rations and the extra Christmas rations will 
serve to make workers ‘‘ value money ” more highly. Thus, it is 
hoped that the increase in permitted consumption will also 
increase output. Implicitly, this means that consumption had 
been reduced below the optimum point. The fact that there 
have been sudden increases in output when workers have been 
specially appealed to is cited as a proof that they have been 
“holding back” either because of high piece rates resulting in 
unspendable earnings or for fear of piece rates being cut; com- 
parisons between firms with different wage systems are said to have 
led to the same result. 

Generally speaking, standard times have been reduced by 
15-20%, and the guaranteed minima abolished. The new wage 
lists for coal-mining, iron and steel and building provide for a 
piece rate which “ cuts itself,” as soon as the majority of workers 
(70-80% in coal-mining) earn more than 15% above the normal 
earnings laid down for that particular grade of workers. At the 
same time, an undertaking is given that no further general cut 
will take place during the war. The workers “ must not confuse 
the new ‘ efficiency and work assessors ’ with the old rate-fixers.” 
The measure is declared to be directed less against workers than 
against employers who “ fix high standard times in order to attract 
labour and then retard output in order to make the wage bill not 
too conspicuous.” The re-examination of piece rates is said to 
have shown that ‘‘ 90% were wrong.” 

The new wages structure is also meant to facilitate transfer 
of labour by creating uniform conditions. The “ wages spread ” 
as between the average earnings fixed for the eight grades in the 
steel industry, measured by the excess of the highest grade over 


1 See VII, p. 386. 2 ** War Direction Programme.” See VIII, p. 126. 

















al 
he 


1se 

” 
an 
act 
10t 


fer 
d ” 
the 
ver 











1943] THE GERMAN WAR ECONOMY—IX 251 





the lowest grade, is 71%. The new system is described as a 
‘‘ re-distribution of the wages bill in favour of the skilled workers.” 


Prices Control * 

“ Uncompromising Policy.””—In its pursuit the Price Com- 
missar has taken new measures described by Volkswirt as follows : 
“Since, in spite of §22 of the War Economy Decree (which 
prohibits profiteering), comparatively few price reductions have 
so far taken place, the initiative is now transferred to enterprise 
itself. Within a period of a few weeks all self-administering 
economic bodies (federations, groups, and cartels) must send in 
new proposals to the Commissar as to price reductions of their 
products.” All prices are now to be “ overhauled.’ As to cartels, 
their offers of price reductions were declared to be “ insufficient,”’ 
and they are now threatened with dissolution unless they do better ; 
on the other hand, satisfactory reductions will be rewarded by 
exemption from E.P.T. Specially handicapped firms may be 
exempted from price reduction, but their existence must not 
prevent reductions by other firms. The groups are also used in 
the new drive; they must draw up entirely new price lists based 
on “ prices as they would be in a state of keen competition.” 
But, in face of all this, Volkswirt cautiously remarks: ‘ One 
must not over-estimate the results of this drive. The final 
consumer will have to consider the few reductions which will 
penetrate to him, more as a token of good will to strengthen his 
confidence in the value of money.” 

Meanwhile, individual price reductions continue to be enforced 
by the Commissar. Industries singled out include: linen pro- 
ducts (several successive reductions decreed); glass (new reduc- 
tions of 5—-15%, following previous reductions of 9-19% since the 
outbreak of war); electrical engineering (reductions to the tune 
of £35 m. per annum decreed) ; florists (margins reduced by from 
one-sixth to one-third with an absolute “ ceiling ” of £1 13s. for 
each transaction); and in particular the catering trades. Hotel 
and restaurant charges are declared to be ‘“‘ out of tune with the 
services now possible.”’ The reductions (determined “‘ by national 
directives applied according to local conditions ”’) are about 5-15 % 
for meals; full board up to 15% (according to price previously 
charged, full board charges of less than 8s. 4d. a day being un- 
affected). 

Permitted Increases.—Special early delivery premiums of 17s. 
a ton were granted to farmers for grain crops, and later extended 
' For figures see L.C.E.S. 
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because of the lateness of the harvest. Thomas steel producers 
may claim the price of Siemens—Martin steel, if ‘Thomas steel has 
been specially ordered; this concession is in connection with the 
attempts to encourage the production of Thomas steel and the 
alleged improvement in its quality by new methods. For 
materials immediately required and supplied for air-raid repairs 
additions of 10-15% are permitted. The new extra premiums 
on milk, butter, honey, poultry, etc.,2 are mainly intended to 
diminish self-consumption farms. 

Evasion of Price “ Stop.” —Volkswirt in discussing the fact 
that retail sales in 1941 were still 10% above 1938 in value, 
comments that this increase may contain ‘“ undiscovered illegal 
increases arising out of insufficient or mistaken application of the 
complicated price regulations which are not everywhere sufficiently 
known.” A special warning was issued by the Price Commissar 
to the toy trade. Volkswirt in a special issue on ‘‘ Wholesale 
Trade ” problems says that ‘‘ the margins fixed by the Commissar 
are viewed with much surprise by the wholesale trade—and we 
may say—by all traders. . . . With all discipline in trade one 
cannot prevent that among the tens of thousands of firms which 
have their margins fixed there are some which misuse the regula- 
tions. It is doubtful if an effective control of such undesirable 
phenomena is possible with the present shortage of manpower.” 
The traders prefer a “ total profits ” stop to an individual “ mar- 
gin ”’ stop. 

Delegation of Price Control.—For textiles, the Commissar has 
delegated his powers to the new combined Control, subject to his 
final approval. For some products (wireless sets, motor vehicles, 
agricultural machines, cosmetics), joint committees of manu- 
facturers and traders have been set up whom the Price Commissar 
has left free to deal with secondary aspects of price fixing, such 
as rebates and bulk discounts. These joint committees are 
called a “‘ market community ” and the new federations also form 
“market communities’ with. secondary price-fixing powers. 
In general, the groups are consulted by the Commissar before 
fixing or changing any prices. 


Restriction of Consumption. 

Rations.—The October increase in rations * was followed by the 
distribution of the following special Christmas extras (per ration 
book): 1-1 lb. of flour, 7 oz. of meat, 4} oz. of butter, 44 oz. of sweets, 
2 oz. of coffee beans, 4-6 eggs, half a bottle of brandy. Children 
1 See VIII, p. 135. 2 See VIL, p. 392. 3 See VIII, p. 131. 
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and juveniles got no coffee or brandy, but 9 0z. of sweets. Heavy 
workers got a bottle of wine and brandy extra. In air-raid areas 
a full bottle of brandy was given to everyone. In spite of renewed 
assurances that “‘ the worst is over,’”’ 1 a new cut in rations came 
into force in May for meat (by 34 oz. or 29% for the ordinary 
consumer), which more than undid the October increase.! It is 
hardly a compensation that the fat rations were increased by } oz. 
(6%) and the bread ration by 2} oz. (3%). The meat ration is 
now only half of what it was at the beginning of the war. 

General Control_—It is stated that Medical Officers are 
“swamped ” with applications for extra food on grounds of ail- 
ments; they are asked to apply a strict standard. Some people 
have taken to living in hotels in order to get more food; to 
prevent this (as also to relieve the heavy pressure on hotel room, 
especially in Berlin), any one staying in a hotel who cannot prove 
he is there for essential war reasons can be given two days’ notice 
to quit. 

Complaints of under-the-counter dealings continue; a special 
term has been coined for goods sold in this manner: Bueckware = 
stooping goods. 

The post-Stalingrad decrees contained a general prohibition 
of “luxury consumption ”’: not only were all “ luxury shops ” 
to be closed, but hairdressers are now forbidden to do permanent 
waving or beauty parlouring, tailors are forbidden to make suits 
or costumes to measure. ‘The daily sales of many “‘ luxury goods ” 
(including furniture, stamps, jewellery) are now limited, in many 
towns, to the January average for each shop.’ 

In view of the lack of freely purchasable goods, the most 
popular Christmas present consisted in painted earthenware ; 
even Christmas tree candles were rationed to four per family. 

Penalties.—Sentences publicised include the execution of 
another Mayor for irregularities in his local Food Office; three 
years’ penal servitude for a shopkeeper, for hoarding his goods 
and bartering them; heavy penalties for thefts of Christmas 
parcels from railways; the execution of a baker for acquiring 
flour without purchase permit and bartering it; sentences on 
retailers for falsely informing customers that the goods asked for 
were not available; one rationing trial involving seventeen 
merchants and retailers, ended with one death sentence and many 
long terms of imprisonment. One journal declares “it is no 
seeret that there are well-established barter rings among dealers 
and manufacturers.” 


1 See VIII, p. 131. 2 See above, “ Organisation of Supply.”’ 
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Priority Shopping.—The priority passes (to mothers of large 
families, invalids, working women and the like) have given rise 
to resentment when the holders claimed priority supplies of scarce 
goods. Local authorities are now advised to restrict passes to 
really urgent cases, to control their use by a stamped photograph 
on the pass, to punish any abuse, and to restrict their validity to 
a few selected shops only. 

Clothing.—The issue of the new clothing card was preceded 
by rumours that the ; oints system was to be abolished and all 
clothing would require special purchase permits. These rumours 
were borne out to the extent that major articles of clothing (suits, 
costumes, overcoats, shoes) all now require purchase permits in 
addition to points. This, of course, deprives the points system of 
much of its ficxibility. It indicates a new stage in the “ de- 
monetisation ’’ of money. Even the possession of the ‘“ quasi- 
money ” of points does not make it possible to buy. Three kinds 
of currency are now required: purchase permit, points, and money. 
As Volkswir puts it ‘‘free points have been transformed into 
controlled points.” 

It is claimed that under the new clothing card persons who 
obtain purchase permits for major articles are better off than 
before because of the reduced number of points required, while 
persons without permits will only be worse off in so far as their 
range of choice will be narrowed. ‘This is, however, hardly borne 
out by the facts; a number of minor and haberdashery articles 
now require points; furthermore, the possibility of a further 
cut has been left open: a number of points (40 for men, 30 for 
women) will only become valid at a future unspecified date. 
Other journals admit the cut and explain that it is due not toa 
reduction in production, but to the need for air-raid replacements. 
Textile production is stated to be still the same as in 1939, but 
only 20% of it now goes to civilians. 

Purchase permits for new suits will not be given to anyone 
who possesses two or more serviceable suits. The absence of 
two serviceable suits does not, however, establish a claim to a 
purchase permit, especially in the case of old people. It is explained 
that a patched-up or old-fashioned suit is not “‘ unserviceable ” as 
long as it keeps the cold out. A purchase permit for overcoats will 
only be given if the old coat is surrendered (the old coats are given 
to foreign workers). The local Offices are warned to apply the 
strictest standard and to grant only a minority of applications. 
In order to induce parents to clothe their children in Hitler Youth 
uniforms these are obtainable at 30% of the ordinary point rating. 








aeweuwewZT we 


one 
» of 
0 & 
ned 


? as 


iven 

the 
ions. 
outh 
ting. 






















1943] THE GERMAN WAR ECONOMY—IX 255 
Under the new clothing card, all headgear is now rationed 
(even if not made from textiles), as well as umbrellas (6 points), 
spare heels for socks (1), braces (2), shoe laces (} for 2 pairs). 
The number of buttons permitted for each article of clothing has 
also been limited. It is difficult to reconcile with the claim that 
the cuts are not due to a decline in output the report of the 
biggest German worsted spinning combine which shows a reduction 
in gross output by 24% over the previous year. 

The two national collections of second-hand clothing, according 
to Vierjahresplan, yielded as much as the total production during 
1933 (which was, of course, a year of low production) and enough 
to clothe 4-5 million workers. Bata is said to be making new 
shoes from second-hand ones as raw material. Public exchange 
offices for second-hand clothing (and other goods) have been set 
up by the local authorities in a number of places (on the principle 
of the Shoe Exchanges discussed in previous surveys). Where 
such Public Exchanges exist, no private advertisements may be 
published. 

To ensure priority for repairs of clothing, some factories have 
been completely changed over to repairs. The scheme applies 
especially to men’s shirts. These are collected by retail shops, 
the customer has himself to supply the material for repair, but 
this need not be of the same quality or pattern as the shirt itself; 
the factory will pool all the repair patches received in this manner. 















Restrictions on Investment 


Building.—To relieve the housing shortage, a Reich subsidy 
of 75% of cost is given for the subdivision of houses or rooms 
wherever the labour and materials are available. Landlords 
must pick new tenants from an official priority list (e.g., large 
families, war casualties); if they fail to do so within a fortnight 
the local authorities may nominate the tenants. Any leases 
contrary to the priority lists are invalid; offenders are liable to a 
fine of up to £400. Builders’ yards for the manufacture of pre- 
fabricated huts have been set up in air-raid areas, largely staffed 
with workers from the East who are used to timber work. 

Agriculture.—All land improvement and drainage work have 
been stopped by special decree, except half-completed schemes 
and exceptional projects giving immediate and heavy returns. 

Saving of Metal.—A Special Commissioner has been appointed 
for the further substitution of light metals for steel and other 
metals. A Vice-Chairman of Krupps’ is the first holder of the 
post. Up to 90% of the metal in electro-engineering has been 
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saved by substituting earthenware; 50% of the copper used has 
been replaced by aluminium and steel alloys. Consumers must 
return the metal sockets of old bulbs before they are allowed to 
buy new ones. All stocks of silver and platinum in any shape 
(including scrap) were requisitioned in January. The lead con- 
tents of cables has been reduced by 50%; mica has been replaced 
by “‘ glass silk ” and “‘ glass fibre” (Vierjahresplan). Coins even 
down to 1 mark (less than 2s.) have been replaced by notes. It 
is stated, however, that over 900 million copper coins have not 
been returned by the public, in spite of the decree. As this 
amounts to about 10 per head, it would indicate a certain amount 
of hoarding. ; 

Copper in boilers has been replaced by “tiled steel plate,” 
glass and earthenware in radiators, by bricks and tiles. Pots 
from earthenware “ save time in washing up.”” Buckets and tubs 
are made from wood. Vierjahresplan, in discussing these new 
developments, admits “‘ prejudices among housewives against the 
new materials.” 

The Ministry of Armament Committees 1 have effected great 
economies in steel, up to 36%. In scientific instruments alone 
the yearly saving is of 240 tons of steel and iron, 480 tons of alloys 
and 18 tons of non-ferrous metals. 


Machinery.—Some journals express doubt whether the time 
has not come to permit some replacement of equipment in view of 
the extra need of direct labour on old and run-down machines._ 
To conserve spare parts, the making of motor vehicles from 
second-hand spares has been prohibited, except by special licence. 


Substitute Materials 2 


Oil._—The conversion of motor cars to producer gas is to take 
place after lorries, tractors and stationary engines have been 
converted. Even ships’ engines are being converted. The 
number of distributing stations for gas generators, now 600, is 
to be increased to 2,000. Only military vehicles are exempt 
from compulsory conversion. A subsidy of £85 is paid for each 
Diesel engine converted, and of £50 for each carburettor engine. 
The subsidy for converted agricultural tractors (£125 or £180 
according to size) will only be paid after the driver has completed 
the official training course. Owners must make their own 
arrangements. All the equipment required is available. Trac- 
tors are “ called up ”’ individually for conversion, the newest first. 


1 See above, ‘‘ General Organisation.” 
2 For saving of metal by substitution, see above. 
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At the same time, they will be given a general mechanical over- 
haul. The drivers of gas-driven vehicles are warned of the 
danger of fire, especially when cleaning or filling. While at 
present most of the solid fuel is obtained from wood, the tendency 
is gradually to change over to coal and coke. 

Users of lubricants must now declare in writing when ordering 
their quotas that they are aware of the heavy penalties (including 
death) for misuse or misleading statements. Surrender of used 
lubricants is rewarded by special permits for new ones. 


Money and Finance } 


Liquidity.—While there are some warnings not to over- 
estimate the existing degree of liquidity, since much of it is 
“preparation for coming tax payments,” Volkswirt, in discussing 
certain calculations (by Donner), “ doubts his equation of long- 
term deposits = genuine savings,”’ and thinks he ‘‘ under-estimates 
the amount of excess purchasing power of a dangerous character.”’ 
Money hoarding is still declared to be a crime; and a business 
man who had kept £14,000 at his home in cash was fined £12,000 
and sentenced to 5 months’ imprisonment, under Defence Regu- 
lations. 

In November 1942 Funk declared at a conference of the 
German economic faculties: ‘“‘ Economists have supplied valuable 
suggestions for monetary policy.”” Later he declared that “‘ the 
useful value of money has fallen but not its purchasing power.” 
Another journal paraphrases: “‘ The useful value is only post- 
poned, not destroyed. Money still has savings value.” As an 
indication of the “ flight into real values,” it is stated that ‘‘ quite 
recent German stamps which could be bought freely at Post 
Offices only ten years ago, now fetch 100-120 times their face 
value.” 

Taxation.—To relieve the strain on the Inland Revenue, 
auditors are now entitled to collect taxes and give receipts. To 
relieve the strain on auditors, every second balance sheet is now 
exempted from compulsory auditing. Contrary to previous 
statements, the imminence of new taxation was announced after 
Stalingrad. Volkswirt favours an increase in revenue by disposing 
of publicly-held property and shares; and the “ composition ” of 
the “‘ Industry Tax,” on the model of the Mortgage Devaluation 
Tax.? The new taxes were initiated by a tightening-up of E.P.T., 

1 For figures, see L.C.E.S. 

* See VII, p. 397. The ‘“ Industry Tax ”’ brings in about £21 m. annually, 


and composition would yield about £210 m. 


No. 210.—voL. Li. s 
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with a reduction of the exemption limit from 150% to 120% of 
standard profits, and of the absolute exemption limit from £2,500 
to £1,800. This is not believed, however, to exhaust the list of 
tax increases, and there is much talk of a rise in income tax on the 
higher income ranges. 

National Debt.—The increase in the National Debt continues 
to gather speed, in spite of tax composition and changes in the 
finance of supply.1 For 1942, the increase in the National 
Debt, at £4,770 m., exceeded the 1941 increase by over 30%. 
At the same time there was a decided shift from consolidated to 
floating debt. The new Labour Front Journal ? carries a polemical 
article against those (“‘some of them young and in positions of 
authority ’’) who are “ getting worried at the rapid increase in 
the National Debt and think of it as setting some sort of limit to 
social policy.” 

Savings.—Total savings for 1942 are officially estimated at 
£3,750 m. as compared with £2,600 m. for 1941.5 “ Iron Say- 
ings ” * have further declined to about £5-8 m. per month. The 
tax-free replacement accounts ‘ had reached £65 m. last November. 
Savings through life insurance continued to increase during most 
of 1942. New policies taken out from the Insurance Department 
of the Labour Front during the first 9 months of 1942 were 11-3% 
up on 1941. For the last quarter of 1942 a decline in new policies 
is apparent ; Bank attributes this to the reduction in the outdoor 
work of Companies, and “the stricter control of the amounts 
insured.”’ Savers for post-war homes must be warned by Build- 
ing Societies that for some years after the war building will be 
strictly controlled and tenement houses will be given preference. 
Three million soldiers are said to have Post Office Savings Banks 
accounts. Bank expresses fears that savings may be adversely 
affected by the concentration of bank branches, and the shift of 
income to economically inexperienced women who are not used 
to depositing money; this might lead to cash hoarding. 

Stock Exchange.—The few shares exempt from registration * 
form a “ free special market,” turn-over on which is a “ multiple 
of the official transactions in normal shares” (Volkswirt). The 
surrender of shares is now rapidly proceeding, and the lower 
limit for the “ call-up ”’ of newly acquired shares has been lowered 


1 See VIII, p. 137. 

2 Which claims to be the rightful successor to the International Labour 
Review. 

3 See VIII, p. 138. 

4 See V, p. 33; VI, p. 203; VII, p. 398; VIII, p. 138. 
5 See VII, p. 399. 
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from £8,000 to £4,000. In spite of all measures, demand for 
shares continued to exceed supplies, and although quotations 
were kept “optically ”’ stable by the writing-up of nominal 
capital,’ the actual value of share capital continued to increase 
and yield continued to fall (in spite of a moderate increase in 
dividend payments, made possible by the rounding-off clause 
in the writing-up decree). The introduction of a “ purchase 
permit ” for buying shares was threatened. The exemption of 
bonus shares given to existing shareholders from the surrender 
decree was cancelled when a hectic boom in the shares of the 
companies concerned resulted from the concession. Finally, all 
Stock Exchanges outside Berlin were closed on alternate days, 
the Berlin Saturday session cancelled, all sessions limited to one 
hour, the number of members reduced, and a number of jobbers 
“forced to change their occupation and register for war work ” 
(Bank). Thus, the Stock Exchange has been largely put out of 
action as an organised market. 
H. W. Sincer 
University of Manchester. 





THE 1948 WHITE PAPER ON NATIONAL INCOME 
AND EXPENDITURE 


Tue third White Paper on the sources of war finance and on 
the national income and expenditure,? issued simultaneously 
with the Budget, carries the figures up to the end of 1942 and 
incorporates much additional information as well as a number of 
revisions of the figures published earlier. A new study has been 
made of the average change in the retail market price of goods 
and services entering into civilian consumption which enables 
amore reliable estimate to be made of the changes in real consump- 
tion since the war. There is also a table relating to the com- 
position of personal expenditure among the various items and a 
new estimate of the division of bank deposits between personal 
and other deposits. ‘The national income figures for 1942 continue 
to exhibit the rising trend which manifested itself since the war, 
and more precise calculations have led to significant upward 
revisions of the national income figures for 1940 and 1941. 

1 See VIII, p. 138. 

* An Analysis of the Sources of War Finance and an Estimate of the National 


Income and Expenditure in 1938, 1940, 1941 and 1942. Cmd. 6438. London: 
HM. Stationery Office. 6d. net. 
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I 


The information relating to the sources of Government 
Finance (given in Table A and Tables I-IV of the White Paper) 
is summarised in Table I. From every point of view, the picture 
here presented may be regarded as highly satisfactory. While 


TABLE I 


The Sources of Government Finance 
(£ Mn.) 








I. Central Government revenue. 
Direct taxation on personal in- 
comes, rani death duties, 


etc. 
Direct taxation on non- personal 


incomés. 
Indirect taxation 
Miscellaneous income 





Central Government revenue 





. Savings. 

Personal savings (net) * 

Non-personal savings (net) 

Excess tax liabilities— * 
Personal : 
Non-personal 

Surplus of extra- -budgetary funds 
and local authorities * 

Compensation received for war- 
damage claims ° 





Total savings 





. Capital disinvestment. 
Overseas disinvestment ° f 756 
Residue, being the net disinvest- 

ment of capital at home*® . 3 22 200 





| 
Total capital disinvestment . | —282 778 997 805 
Central Government expenditure . {1,021 (3,839 /|4,616 | 5,103 5,756 























1 The figures in this column were derived from the Financial Statement 
(1943-44). The item ‘‘ miscellaneous income ”’ is obviously underestimated. 

2 These were obtained as residues in Cmd. 6438, Table IT. 

3 Excess of direct tax liabilities accrued during the year over payments of 
such taxes. 

4 Excludes changes in the balance of the Exchange Equalisation Fund which 
is included in overseas disinvestment. 

5 This is the adverse balance of payments of the United Kingdom on onal 
account. It excludes lend-lease and the Canadian contribution (which are also 
excluded from the expenditure figures). 

* For a detailed explanation of these items, see Economic JourNAL, June- 
Sept. 1942, p. 207. 
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aggregate Government expenditure has shown a steady increase 
in all subsequent war years, an increasing proportion of this 
expenditure was covered by revenue, and an increasing pro- 
portion of revenue represented direct taxation. The rise in 
savings has more than kept pace with the rise in budgetary 
deficits, while the proportion covered by capital disinvestment 
(home and foreign) has steadily declined. 

The amount of capital disinvestment abroad is the result of an 
independent estimate, and possesses much greater reliability than 
the figures for home disinvestment which were obtained as the 
residue between the income and expenditure figures. Though 
no figures are published for the year 1939, the net foreign dis- 
investment in that year could not have exceeded £150-£200 Mn., 
so that the total amount of the adverse balance incurred since the 
beginning of the war up to the end of 1942 can be put at some 
£2,350 Mn.2 From figures communicated to the U.S. Senate 
and those published in Canada, and other estimates ° it is possible 
to reconstruct the probable composition of this sum and to 
estimate its effect on our foreign income. ‘The allocation of 
£2,100 Mn. is definitely known, while of the remaining £250 Mn. 
(which was paid out mainly to British Dominions) a hypothetical 
allocation can be made. The resulting division is as follows :— 


£ Mn. 
Loss of gold and foreign exchange . é ; : ‘ . 650 
Sale of securities . ‘ a . . , ‘ ‘ . 875 
Accumulation of sterling balances and interest-free loans, etc. . 825 


2,350 


Since the securities sold consisted to a large extent of Indian, 
Canadian and other Government bonds of a low yield, the average 
loss of income on securities can be put at 4 per cent. Of the 
third item, about £250 Mn. represents interest-free loans and gifts, 


1 For the current financial year, the proportion of expenditure covered by 
ordinary revenue is estimated at 51 per cent. (and of home-financed expenditure, 
some 57 per cent.) as compared with 38 per cent. in 1940. The proportion of 
tevenue covered by direct taxation has increased from 56 per cent. in 1938 to 
64 per cent. for the current financial year. 

* Lord Kindersley estimated the nominal value of our long-term oversea 
investments as £3,725 Mn. in 1938 (Economic JourNaL, 1939, p. 693). This 
estimate excludes investments in Eire. Including these, correcting for the 
appteciation of dollar securities in terms of sterling at the eutbreak of the war 
and adding the value of gold and foreign exchange held, the total nominal value 
of our foreign assets becomes £4,600—4,700 Mn. The market value of these 
assets was almost certainly higher, possibly over £5,000 Mn. The abtve figure 
of the war-time liquidation of our foreign assets should be related to the market 
value of our total foreign assets. 

* Cf. The Economist, November 22, 1941, April 25, 1942, September 26, 1942. 
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while the interest on the remainder can be put at 1 per cent. 
Hence the total loss of foreign income up to the end of 1942 
owing to war-time liquidation can be put at £41 Mn. per annum. 
Assuming that after the war sterling balances will be converted 
into long-term obligations with a yield of say, 3 per cent., this 
figure should be revised to £60 Mn.; and assuming that the 
liquidation will continue until the end of 1944 at the same rate, 
to £98 Mn. On the other hand, the devaluation of sterling and 
the higher earnings of companies operating abroad would have 
raised the sterling income from our pre-war foreign investments 
considerably above the £200 Mn. of 1938; so that it does not 
seem too sanguine to assume that we shall retain about £100- 
£120 Mn. net income from foreign investments after the war.! 

During the war, our foreign income is further reduced by the 
loss of income on European and Far Eastern investments, which, 
together, might have yielded some £25 Mn. before the war. 
Taking all factors into account, the annual rate of loss, at the end 
of 1942, can be put at £66 Mn., or £60 Mn. for the average of 1942. 
Hence our foreign income in 1942 might have been around 
£140 Mn., as compared with £200 Mn. in 1938; the reduction 
in real terms (owing to the rise in prices) was, of course, much 
greater. 

It is much more difficult to estimate the amount of the net 
depletion of capital at home. The White Paper’s figures are 
obtained as residues, the amount of which changes considerably 
with even a small revision in the various items of income and 
expenditure. Thus a small upward revision in the amount of 
profits and salaries, and a slight reduction in the estimate for 
expenditure, has cut the figures for home disinvestment by more 
than half, as compared with last year’s White Paper; and it is 
possible that as further information comes to light, these figures 
will be reduced still further. On the other hand, as was pointed 
out in reviewing last year’s White Paper,* the residue on the White 
Paper’s definition under-estimated the true extent of the depletion 
of privately-owned capital, owing to the income-tax method of 


1 Before the last war the income from British oversea investments was 
£220 Mn. In 1924 it was £280 Mn. and in 1925 £310 Mn. (Cf. Clark, National 
Income and Outlay, Table 39.) 

2 The nominal value of British investments in occupied Europe was about 
£225 Mn., on which about £8 Mn. was earned annually. In the enemy or 
occupied countries of the Far East the nominal value of investments was similarly 
about £225 Mn., on which, however, £17 Mn. was earned. (Derived from Th 
Problem of International Investment, Chatham House, p. 142, and estimates of 
Lord Kindersley in the Economic JOURNAL.) 

* Economic JourNnaL, June-September 1942, pp. 208-9. 
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calculating profits, which reckons depreciation at original cost 
(instead of replacement cost) and which reflects an increase in the 
value of working capital as profits, even if there is no physical 
increment in working capital. If allowance is made for these 
factors, the £400 Mn. shown in the present White Paper for the 
three years of war becomes more like £850 Mn., about two- 
thirds of which might be reckoned as the depletion of stocks, and 
one-third as the non-maintenance of fixed capital. From the 
national point of view, however, this is still not a true measure 
of the net change of our capital assets; it ignores entirely the 
change in assets on Government account. The Government, 
through the operation of the Ministries of Food and Supply, 
became the owner of considerable stocks of foodstuffs and raw 
materials; and though the amount of these is not known, their 
magnitude might well be comparable with the depletion of 
stocks in private hands. Considerable assets of fixed capital— 
factories and equipment—have also been created during the war 
and financed by public funds, a part of which at any rate will 
remain useful for peace-time purposes. Taking these into 
account, all that one can say is that the total reduction in our 
home capital assets owing to three years of war—apart from the 
destruction caused by enemy action—is no greater, and is in all 
probability less, than the amount by which our capital stock 
normally increases in a single year in peace-time. 

In all these respects—the extent of the capital depletion and 
the extent of the increase of the national output, the extent to 
which war-time public expenditure could be expanded, and the 
extent to which it could be covered by taxation, the limits within 
which price-inflation could be confined—the performance greatly 
exceeded the promise; there are few economists (if any) who 
would have dared to predict in 1939 that the war-time increase 
in the national income could become so large, or that the war- 
time capital consumption or the degree of price inflation could 
be kept so small. The latent reserves of our peace-time economic 
system have proved to be greater than even the most optimistically 
(or pessimistically ?) minded observer could have expected. 


il 


As regards the definition of the national income, the new 
White Paper reverts to the procedure adopted in the first issue,” 
and makes no corrections in the income-tax returns of profits 


1 Cf. p. 264 below. 2 Cmd. 6261, 1941, 
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for the change in the value of stocks caused by the change in 
prices. This is logically unsatisfactory, since it corresponds 
neither to the definition of income as the ‘‘ amount available 
after maintaining the real amount of capital assets intact,” nor 
to the definition of income as the ‘‘ amount available after main- 
taining the money value of capital assets constant,” + being a 
composite mixture of both. It follows the first definition as 
regards fixed capital and the second definition as regards circulat- 
ing capital. It is true that it is difficult to estimate the necessary 
corrections for stocks with any accuracy—partly because no 
uniform practice is adopted by the Board of Inland Revenue in 
bringing the effects of the rising prices of stocks into profits— 
but the margin of error of the correction is certainly no greater 
than the margin of error of the whole estimate of private capital 
investment, inherent in the residual method of calculation. 

In Table II the estimates of the net national income and 
expenditure given in Table I of the White Paper are reproduced, 
but the figures for profits, home investment and the national 
income have been adjusted for the changes in the value of stocks. 
This involved a correction of +£70 Mn. for 1938, —£310 Mn. 
for 1940, —£115 Mn. for 1941, and —£30 Mn. for 1942.2 It will 
be noted that as the correction for 1942 is negligible, it makes 
very little difference to the national income in that year, though 
it makes an appreciable difference for earlier years. The amount 
of private capital disinvestment for 1940 and 1941 becomes 
significantly higher than for 1942; which is supported by the fact 
that the reduction of privately owned stocks—due to the taking 
over of stocks by the Government and the reduction of whole- 
salers’ and retailers’ stocks in the civilian sector—was mainly in 
the earlier years. 

As compared with last year’s White Paper, the estimates of 
profits and salaries have been raised, and the estimate for wages 
slightly reduced. In the case of salaries the new figures are 
about 10 per cent. higher than those previously given for 1940 
and 1941; in the case of profits and interest, they are 5 and 12 per 
cent. higher for 1940 and 1941, respectively. The revised figures 


1 For the different definitions of income and the definition of investment 
corresponding to each, cf. Hicks, Value and Capital, pp. 170-88, and Meade and 
Stone, Economic Journat, 1941, p. 219. 

2 The method of estimating the correction is described in Economica, 1942, 
pp. 350-51. As the extent of the correction given by this method is probably 
too high—partly because it takes no account of the practice of ‘‘ base-stock- 
valuation’’ under which certain firms are permitted by the Inland Revenue to 
enter their stocks at constant prices—the figures yielded by this method were 
reduced by 25 per cent. 
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give a much more plausible picture of the changes in the distribu- 
tion of incomes than was previously the case. The comparative 
changes in the various types of incomes are analysed in Table ITT.+ 
The largest proportionate increase occurred in the category of 
“jmpersonal incomes” (mainly the undistributed profits of 
companies) which rose by 262 per cent. between 1938 and 1942, 
but most of this increase is absorbed in tax payments and tax 
liabilities. The increase in total wages, over the same period, 
was 91 per cent., of salaries 30 per cent., and of paid-out profits, 
interest and rent 19-5 per cent. The figure for wages includes the 
pay and maintenance of the Armed Forces ; if these are excluded, 
the rise in wages is only about 60 per cent. As the value of 
“ wage-containing output ’’ has risen, over the same period, from 
£3,793 Mn. to £5,991 Mn., or 58 per cent.,” the share of wages in 
the product of industry has shown but a slight increase. In 
other words, the relatively greater increase in wage-incomes as com- 
pared with other incomes was not due to any shift in distribution 
between wages and profits in industry as a whole, but to the 
increase in the Forces, the fall in foreign income, the relative 
fall in the value of certain services (such as the rents of dwelling- 
houses) and finally, to the increase in the ratio of undistributed 
profits to total profits. 


lit 


In connection with last year’s White Paper, an estimate 
was made of the movements of the national income and expenditure 
in real terms.* On the basis of the new White Paper, as well as 
miscellaneous information from other sources; a new estimate 
has been made, the results of which are given below. This new 
calculation largely confirms the previous estimate for 1940 and 
1941 and it also shows a considerable further increase in the 
national real income during 1942. 

As before, the calculation involved four different kinds of 
estimates, that of home-produced output, foreign income and the 
balance of payments, the movements in real consumption, 
and the real amount of capital disinvestment at home. Real 

1 As the purpose of this table is to show the relative movements of different 
kinds of incomes, as statutorily defined, no correction has been made here for 
the re-valuation of stocks in the item of ‘‘ impersonal incomes.” 

* The figure of £5,991 Mn. is derived from the net national income, deduct- 
ing foreign income, the pay, etc., of the Forces and “other output’ (see be'ow), 


all at 1942 prices. 
* Cf. Economic Journat, June-September 1942, pp. 215-22, 
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Government expenditure, which could not be directly estimated, 
is then obtained as a residue from the other items; but the 
implied changes in the prices of goods and services bought by the 
Government serves as a kind of check on the consistency of the 
estimates as a whole. 

1. Home-produced Output and Net National Income.—The 
estimate of the net national income in real terms involves separate 
estimates for home-produced output, the effect of the changes in 
the terms of trade and of foreign income. Home-produced out- 
put was divided into “ wage-containing output,” the output of 
the Armed Forces and other output. The estimate of wage-con- 
taining output is the result of estimates of employment, changes in 
the hours of work and productivity per man hour. 





1938. | 1940. | 1941. | 1942. 








. Index ofemployment! . é : 100 99-5 102 104 
2. Index of hours per man? . : : 100 106 108-5 111 
3. Index of total hours (1 x 2). . 100 105-5 110-5 115-5 
4. Index of hourly production* . ‘ 100 100 102 106 
5. Index of ‘‘ wage-containing ’’ output 

(3 x 4) 4 ; ; ; 


100 105-5 113 122-5 








1 This is based on the employers’ contribution to unemployment insurance 
after the effect of changes in the rate of contributions, changes in the scope of 
the scheme, and in the age and sex of insured persons have been eliminated. 

2 This is based on the relative movements of earnings and wage-rates, after 
allowing for the influence on earnings of changes in the age and sex and indus- 
trial distribution, as well as of dilution, overtime, nightwork, the increase in 
piece-work and the effect of increased efficiency on piece-work earnings. The 
allowances to be made for some of these factors are uncertain. All that one can 
reasonably say is that average hours, for industry as a whole, were between 10 
and 14 per cent. higher in 1942 than in 1938, and that the correct figure is 
nearer the lower limit than the upper limit. The increase in average hours 
between 1941 and 1942 was due to an increase in the proportion of the working 
population in industries working long hours. 

* The figure for 1942 is based on a statement of the Minister of Production 
in Parliament (cf. Hansard, January 19, 1943; cf. also Economic JouRNAL, 
April 1943, pp. 11-12). It is most improbable that the rate of increase in pro- 
ductivity was even over the period 1938-42; all available information suggests 
that the increase took place mainly in the second half of 1941 and in 1942. 


Knowing ‘ wage-containing”’ output, the level of home- 
produced output at 1938 prices is obtained by adding the estimate 
for the pay and maintenance of the Armed Forces and the changes 
in other home-produced output. Finally, the net national income 
can be obtained by making allowances for the change in the 
terms of trade and the income from foreign investments. These 
had to be based on a large number of hypotheses on which no 
published éstimates can be obtained, and are stibject to con- 
siderable uncertainty. 
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TaBLE IV 


Home-Produced Output and Net National Income in T'erms 
of 1938 Prices 

















(£ Mn.) 

1938. 1940. 1941. 1942. 

‘* Wage-containing output ”’ + ; . | 3,793 4,000 4,285 4,645 
Pay and maintenance of the Forces? . 57 300 450 "B15 
Other output*® . R : ° ; 510 480 480 480 
Home-produced output r ‘ 4,360 4,780 5,215 5,700 

Index ; 100 110 1194 131 
Price index of home -produced output a 100 109 121 1264 
Net national income . . 4,560 4,860 5,270 5,700 
Index . : ° ‘ ‘ ‘ 100 106 115} 125 











1 For 1938, this item was obtained as a residue, after deducting the pay of 
the Forces and ‘‘ other output ’’ from the total home-produced output. 

? Based on estimates of the number of people in the Forces and in full-time 
Civil Defence, and the average value of their pay and maintenance. 

’ This includes the net rent of dwelling houses, the net output of professions 
(excluding the part sold to business), and the net output of entertainment and 
betting. Some reduction in real terms was assumed, mainly owing to bomb 
damage to houses and calling up of members of the professions. 

‘ Obtained as a ratio of net national income less foreign income at current 
prices to home-prpduled output at 1938 prices. 


2. The Level of Real Consumption—The White Paper’s 
estimate of the movements in real consumption is based on an 
inquiry into the change of retail prices covering approximately 
90 per cent. of the total of civil expenditure on consumption. 
This shows that retail prices, when specific indirect taxes on 
consumption have been deducted and subsidies added, have 
risen by 18, 30 and 36 per cent., in 1940, 1941 and 1942, respec- 
tively ; while the reduction in aggregate real consumption is 
12 per cent. for 1940, and 18 per cent. both for 1941 and 1942. 
The constancy of the total level of consumption in 1941 and 
1942 is surprising (especially since various new measures of 
restriction, such as clothes rationing, have been introduced 
during this period); it must be remembered, however, first, 
that more than a half of the whole expenditure is on food, rents, 
fuel and light; second, that no proper account is here taken of 
reductions of quality; third, that the figures include lend-lease 
deliveries for civilian consumption, which were considerably 
greater in 1942 than in 1941.1 

1 Lend-lease deliveries as a whole are excluded both from the national 
income and from foreign disinvestment, but those entering into civilian consump- 
tion are included in the item of personal expenditure, while an amount equal 


to the value of sales of lend-lease goods sold to the public has been deducted 
from the item of Government expenditure, in the White Paper. 
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The above index of retail prices was obtained by “ taking 
the average of the change between 1938 and 1942 in the cost at 
market prices of buying the collection of goods and services 
bought in 1938 and 1942 respectively.”’1 For the purposes of 
measuring the change in the volume of consumption, it might 
be preferable, however, to use an index which shows the change 
in the factor cost of buying the collection of goods and services 
bought in the two years, since otherwise the measure of the 
actual reduction of consumption is made dependent on the kind 
of taxes with which the Government chooses to collect its revenue. 
In the actual case, the fact that very heavy taxes have been put 
on beer and tobacco, while beer consumption has been maintained 
and tobacco consumption considerably increased (by some 25 
per cent.), lends these factors much greater weight in total con- 
sumption than if the weighting had been at factor cost. It can 
be estimated that an index based on factor cost would have shown 
a fall of 19-5 per cent. in the volume of consumption for 1942, 
and 19 per cent. for 1941. 

3. Capital Disinvestment.—In the case of private investment 
at home it was assumed that gross private investment in fixed 
capital fell to about 40 per cent. of its pre-war volume ? in 1941-42, 
and that the relevant price-index was the index of wage rates, 
allowing for overtime, which corresponds fairly closely with the 
rise in the Board of Trade index for iron and steel products and 
building materials, and the item known as the “ cost of invest- 
ment ” fell by one-third. The annual disinvestment in stocks 
(in money terms) was then obtained as the difference between 
these items and the figure for total disinvestment (cf. Table IT), 
and was deflated to real terms by a combined index of wholesale 
and retail prices. It was found that if the reduction in investment 
in fixed capital had been assumed to be considerably larger or 
smaller (and the disinvestment in stocks correspondingly greater 


1 Cmd. 6438, p. 6. 
2 The net investment of £357 Mn. in 1938 can be estimated to have been 


made up as follows : 





£ Mn. 
Gross investment in fixed capital ‘ ‘ ; - 663 
Maintenance and depreciation . , , ‘ . —440 
Net investment in fixed capital . : . . - 223 
Net investment in — — ‘ ‘ , ‘ 44 
Cost of investment . , ‘ : ‘ 90 
Net investment (at market prices) . ° ‘ . 


Of the item “cost of investment,’’ about £95 Mn. was the administrative 
cost and profits of life assurance, excluding income tax paid on income from life 
funds. (The cost to the public was about £60 Mn.) 











ve 
fe 











1943] WHITE PAPER ON NATIONAL INCOME AND EXPENDITURE 271 


or less), this would only have altered the final figures (as shown 
in Table V) by £5-10 Mn. 

The item for foreign disinvestment was deflated by a com- 
bined index of import prices, used for calculating the terms of 
trade.1 The result of these calculations is shown in Table V. 


TABLE V 


Net National Expenditure in Terms of 1938 Prices 
(£ Mn.) 





1938. 1940. | 1941. | 1942. 





Personal expenditure on consumption 

Expenditure by public authorities on 
goods and services 

Private net investment at home 

Private and Government net inv estment 
abroad ‘ . ‘ i 


3,455 | 3,040 | 2,810 | 2,790 


815 | (2,610) | (3,230) | (3,470) 
345 | —28 —270 | —220 


— 55 —510 —500 —340 





Net national expenditure (cf. Table IV). | 4,560 4,860 5,270 5,700 


Price index of personal consumption 100 117 130 136} 
Price index of Government expenditure . 100 112 123 126 
Average expenditure prices . , 100 115 126 131 














Note.—The various items are at factor cost, as in Table II, above. 
The difference between average expenditure prices and the price level of net 
national output, in Table IV above, reflects the influence of import prices. 


As mentioned before, the check on the reliability of the whole 
estimate is the implied change in the price level applicable to the 
Government sector, t.e., the ratio of the money values of Govern- 
ment expenditure in Table II and the corresponding figures in 
Table V, which were obtained as residues. It is impossible to 
obtain any direct information on average Government prices, 
but it is fairly certain that Government prices have risen less 


1 There are two methods of expressing the amount of foreign disinvestment 
in real terms, both yielding (theoretically) identical results as to the total amount 
of goods and services available (in real terms) for the purposes of private and 
Government expenditure. The first method (employed in last year’s estimate) 
defines the real amount of the adverse balance as the “‘ balance that would 
have arisen if the prices of imports and exports and of the other goods and 
services entering into the balance had all remained unchanged ”’ (loc. cit., p. 218). 
This method is correct if no adjustment is made (in home produced output) for 
the change in the terms of trade, in calculating the net national income in real 
terms. But its drawback is that it makes the amount of goods and services 
obtained by the current national income appear larger, and that obtained’ 
through foreign disinvestment correspondingly smaller, than it should be because 
it equates real income to real output instead of to the quantity of goods and 
services which that real output secures. In this year’s estimate, therefore, an 
adjustment was made for the terms of trade in calculating real income, in which 
case the correct method of calculating the real amount of foreign disinvestment 
is simply to deflate the figures in money values with the combined index of 
import prices. 
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than the prices in the civilian sector '—partly because the profit 
margins on Government contracts are lower than those on 
private contracts, partly also because the rise in productivity 
was much greater in the war industries than in others, while the 
rise in the rate of wages (per hour) was pretty much the same. 
If we assume that the rise in hourly productivity, between 1938 
and 1942, was about 10 per cent. in the Government sector (as 
compared with the 6 per cent. for the economic system as a whole) 
wage costs per unit of output have risen by some 27 per cent.; 
and assuming that gross profit margins, as a percentage of output, 
have fallen by about 10 per cent.—which is certainly not unreason- 
able—the rise in the supply price of home-produced output 
becomes 20 per cent. This is 5 per cent. less than the average rise 
in output prices (as shown in Table IV); while our estimate 
(in Table V) shows Government expenditure prices to be 4 per 
cent. less than average expenditure prices. Thus the estimate 
of £5,700 millions for the national income at 1938 prices is con- 
firmed on the assumption that the average rise in productivity 
per hour and the average fall in profit margins in the Government 
sector were both about 10 per cent., between 1938 and 1942. 
If they were more than this, the national income is real terms was 
correspondingly greater. 

On the basis of this estimate the real sources of war finance 
may be set out as follows :— 


TaBLeE VI 
The Real Sources of War Finance 
(£ Mn., at 1938 prices) 





1940. 1941. 1942. 





Increase in output . . ‘ ‘ 300 710 1,140 
Reduction in consumption | ‘ , ‘ : 415 645 665 
Increase in adverse overseas balance . 455 445 285 
Reduction in private investment, including the re- 

duction of stocks in private ownership. ‘ 625 615 565 





Increase in Government expenditure on gente and 
services, as compared with 1938 _.. 1,795 2,415 2,655 














There has been a steady increase in the proportion of 
our war expenditure furnished by “ current sources ”—i.e., 
increased production and reduced consumption—and_a steady 

1 In recent American estimates it was assumed that on munition contracts, 


U.S.A. prices have not risen at all (cf. Gilbert and Jaszi, Survey of Current Busi- 
ness, March 1943, p. 10). 
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decrease from other sources. While the share furnished by 
reduced consumption remained at about 25 per cent., the share 
furnished by increased output has risen from 17 to 43 per cent., 
(between 1940 and 1942) and the share furnished by reduced 
investment, home and foreign, has declined from 60 to 32 per cent. 
Aggregate home-financed public expenditure on goods and services 
at pre-war prices which was £2,100 Mn. in 1940 and £2,730 Mn. 
in 1941, has reached £3,130 Mn. in 1942. 


V 


The volume of home-produced output has increased by over 
30 per cent. during the four years from 1938 to 1942. This 
figure would be still larger but for the low net output per head 
assigned to the Forces. If the output per man in the Forces had 
been assumed to be equal to output per head in industry (in the 
above calculation it was assumed to be £120 p.a., as compared 
to £320 p.a. in industry in 1942, at 1938 prices) the increase in 
home-produced output over this period would have amounted to 
not 30, but 50 per cent.1 This increase was accompanied by a 
5 million increase in the total number of people in insured occupa- 
tions and in the Forces (excluding officers) —a 33 per cent. increase 
over 1938 5—and by an 11 per cent. increase in the number of 
hours worked per man. If the war ended to-morrow and hours 
were reduced to the 1938 level, and if only half of the five millions 
additionally occupied could be retained in industrial employment, 
home-produced output would still show an increase of some 
18 per cent. over 1938. This assumes that productivity per man 
hour will remain at the 1942 level. In fact, it is likely to be con- 
siderably greater; partly because hours will be shorter, partly 
because those who will retire from industrial occupations will be 


1 In the United States, where the proportion of the Armed Forces to the 
working population is less and the pay of the Forces considerably greater, this 
factor is of much smaller importance—a fact which must be remembered when 
comparing the estimates of war-time percentage increases in output in the two 
countries. 

* The number of people in the Forces was recently officially stated to be 
10 per cent. of the total population, and about 10 per cent. of them are officers. 

* There are no published figures showing where these five millions have come 
from. The normal increase in the working population over the period might 
have amounted to 400,000. About 2 millions came from the ranks of the unem- 
ployed (in insured and non-insured occupations) while the number of women 
previously unoccupied or in non-insured occupations might be put at 2-2-5 
millions. (In the last war, the comparable figure was 1-75 millions, but the degree 
of mobilisation of women was then considerably less.) 

No. 210.—voL. LUI. T 
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the less productive elements ; partly also because productivity does 
increase year by year and it is already higher now than it was in 
1942! Given reasonably full employment, therefore, post-war 
home-produced output can be expected to be about a quarter 
above the pre-war level; and this expectation should provide 
the framework in which plans for post-war reconstruction are to 
be fitted. 
N. Kapor 
Cambridge. T. Barna 





CENTRAL BANKING IN HYDERABAD ! 


Retrospect 


THE first Nizam-ul-Mulk (“ Regulator of the State ’’) established 
his independence from the Mughal Empire in 1742, and 1942 
is therefore the bicentenary year after that date. The present 
Ruler of Hyderabad is the seventh in succession to the first 
Nizam-ul-Mulk, and a predominant feature of the history of the 
State has been the steadfast and growing friendship between 
the Asafia Dynasty and the British Power in India. With an 
area of 82,698 square miles excluding Berar (this area is as large 
as England and Ireland put together), and a population exceed- 
ing 16 million (more than double the population of Australia), 
this State began a progressive career with Sir Salar Jung as 
Prime Minister in the latter half of the nineteenth century. His 
Exalted Highness the present Nizam of Hyderabad and Berar 
was raised in international status by the unique designation of 
“ Faithful Ally of the British Government,” in recognition of the 
help rendered by him during the last world war. From the 
viewpoint of internal autonomy, Hyderabad enjoys quite a dis- 
tinct place among the Indian States. The Hyderabad rupee was 
reformed in 1903, and the 1911 Currency Act brought the currency 
system of the Dominions up-to-date. The note issue was begun 
in 1918 with the Paper Currency Act of the same year regulating 
it. During the Finance Ministership of Sir Richard Glancy and 
the Right Honourable Sir Akbar Hydari, Hyderabad finances 
improved considerably, the distinct achievements of the latter 
statesman having been the purchase of the Hyderabad Railway 
and the Departmentalisation of the Finances—which reform 

1 This subject has been dealt with at some length in its practical as well as 
theoretical aspects in A.B.C. of Central Banking: the Problem, Position and 


Prospect in Hyderabad (in the press), by S. Kesava Iyengar and Mohamed Mir 
Khan, Indian Co-operative Series, No. XI. 
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included a reclassification of heads of revenue and expenditure, 
the earmarking of separate reserves for meeting different contin- 
gencies and the introduction of triennial contracts with depart- 
ments of Government. As a result of these reforms, the 
Hyderabad State has been enjoying a high financial reputation.? 
The national income of these Dominions (derived from estimates 
for British India on a population basis) is about £160 million— 
more than that of Ireland. Progressive as policy has been in 
the matter of striving towards full employment and raising the 
standard of life of the masses, the beginnings of a planned 
economy could hardly be said to have been made; the resources 
of the Dominions are particularly rich; the national income 
could be easily raised to five times the present figure, and con- 
sumption, saving and investment are all yet highly unorganised. 
Agricultural financing is mostly in the hands of village money- 
lenders, who combine banking and trading and are accustomed 
to traditions of high interest and high profits. The co-operative 
movement has made little headway, and but for a few organised 
industries like cotton, cement, coal (and sugar and paper recently 
started), industry is languishing, and nowadays the Dominions 
have an unfavourable balance of trade. Cottage industries, once 
famous, have all decayed. The room for small scale industries 
is wide, but little use has been made of it. 

The Reserve Bank of India began work in 1935 as the Central 
Bank for British India, and seven years’ working of that bank 
has shown the distinct advantages in instituting a central bank 
for Hyderabad also. Accordingly, the Hyderabad State Bank 
Act was passed in 1941 (despite war prepossessions), and this 
bank began functioning early in April 1942. The preamble of 
the Act intends this bank to function as a central bank beyond 
alldoubt. It runs: 


Whereas it is expedient to constitute a State Bank for 
H.E.H. The Nizam’s dominions to regulate the circulation 
of the currency, to maintain its stability and security, to 
facilitate the payment of money in the Dominions and 
abroad, to provide credit necessary for the economic life of 
the country and to encourage the growth of agriculture, 
commerce and industry. .. . 


The share capital comprises H.S. Rs. 75 lakhs, 51 per cent. 
owned by the Government and 49 per cent. by the public. A 


1 For further details, see ‘‘ British’’ and ‘‘ Indian” Finance and A Note 
on the Working of the Departmentalisation of Finance in Hyderabad during Highteen 
Years, by S. Kesava Iyengar. 
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minimum of 3 per cent. dividend is guaranteed by the Govern- 
ment on the shares, and it is open to the bank to declare a higher 
dividend up to 6 per cent., according to circumstances, and 
even beyond that after a reserve fund had been developed equal 
in amount to the paid up share capital. 


Main Provisions of the Act 


The following are the main provisions of the Hyderabad 
State Bank Act, 1941: 


1. There are to be two departments—the Currency Depart- 
ment to be in charge of the reserves, exchange and note issue 
(the printing and supplying of notes to continue with the Govern- 
ment), and the Banking Department to carry on ordinary banking 
work. 

2. The bank to be in charge of all Government treasury and 
financial work—that is, receipt and disbursement work (wherever 
there are branches of the bank), issue of Government loans, 
payment of interest thereon, repayment of Government loans, 
maintenance of sinking funds and timely conversions, and invest- 
ment and supervision of all Government funds. 

3. The bank to maintain the exchange rate between the 
British Indian rupee and the Hyderabad rupee within the limits 
fixed by Government from time to time. The equation 1! between 
the two rupees is British Indian rupees 100 = Hyderabad rupees 
116-14-7, according to actual silver contents (till recently both 
these rupee coins were eleven-twelfth fine, but by now, with a 
view to driving higher the melting point of the rupee, both the 
rupees have been reduced to 50 per cent. pure silver, the respec- 
tive weights remaining the same as before), but for convenience 
of calculation, the standard rate has been fixed at H.S. Rs. 
116-10-8 = B.G. Rs. 100—that is, British Rs. 6 = H.S. Rs. 7. 
Owing to seasonal fluctuations in business, the actual range of 
exchange in the market used to be so wide as 114 and 119, even 
in recent years, but latterly Government has fixed the maximum 
and minimum rates at H.S. Rs. 118-12 and H.S. Rs. 115-10 
respectively for British rupees 100. The Hyderabad Monetary 
Standard is an Exchange Standard linked to the British Indian 
rupee at the standard ratio mentioned above. 

4. Some elasticity of the currency has been provided for in 
the Act. According to the 1918 Paper Currency Act, at least 


1 At standard rate, one British rupee = 18d. and one H.S. rupee = 15-434. 
sterling. 
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two-thirds of the reserve (Paper Currency Reserve) must be held 
in metallic coin, the maximum cover by securities being one-third 
of the total note issue. Thus, for the additional issue of notes 
of the value of Rs. 30, 20 rupee coins have to be added to the 
reserve, with an option to hold the balance of Rs. 10 either in 
metallic rupees or in securities. Under the Act, it will be open 
to the bank to reduce the holdings of present assets (coin and 
Government securities) in the reserve to nine-tenths of the note 
liability, and hold the balance of one-tenth of the reserve in the 
form of “ other assets,” like trade bills authorised by Govern- 
ment, with the approval of Government and on payment of a 
tax. Thus in the busy season the bank could reduce rupee and 
securities holdings of the reserve to 90 per cent., giving a margin 
of about 11 per cent. for seasonal expansion. 


Desirable Improvements 


While with the inauguration of the bank an era of economic 
conservation and co-ordination could be expected, experience of 
other central banks and a due regard for local conditions demand 
careful consideration of changes either by amendment of the Act 
or by conventions on the following (main among many other) 
points : 


1. The bank should be viewed as an instrument for achiev- 
ing the financial independence of Hyderabad, as well as for 
organising a modern banking system in the State, for the benefit 
of the Government as well as of the people; the achievements 
of the new Dominion central banks of South Africa, Australia, 
New Zealand, and Canada, and the hopes that have been raised 
by the working of the Reserve Bank of India during the last 
seven years, justify this ambition. 

2. The profit motive should be completely eliminated from 
the minds as well of Government as of the shareholders, the 
dividends constituting rock-bottom “ pure interest,’ and the net 
residue of earnings going to Government as ordinary revenue. 

3. From the outset the bank should be treated as the Reserve 
Bank of Hyderabad: once it starts work as a primary com- 
mercial bank, it cannot be changed into a reserve bank later on : 
compare the Imperial Bank of India and the Hilton Young 
Commission’s observations. 

4. There are at present two reserves, one called the Exchange 
Stabilisation Reserve (with Rs. 309.95 lakhs in the shape of 
Government securities of a long term type), and the Paper 
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Currency Reserve (the present contents of this reserve are B.G, 
Rs. 723-46 lakhs. Hyderabad rupee coin 465.24 lakhs, Govern- 
ment of India securities Rs. 531.17 lakhs, and Hyderabad Govern- 
ment securities Rs. 45.00 lakhs, totalling Rs. 1764.87 lakhs). At 
present needs of both exchange maintenance and convertibility 
of notes are being met by the latter reserve only, the former 
being in freezed condition. An amalgamation of the two reserves 
on the model of the British Indian arrangement will strengthen 
the bank by having larger funds in the reserve and greater elbow 
room for reflation as well as seasonal expansion. The balance 
sheet of the Currency Department of the bank with the con- 
solidated reserve and including the provision in the Act for 
seasonal expansion, would stand thus : 


Currency Department Reserve of the Hyderabad State Bank 
(In lakhs of H.S. Rs.) 1 lakh = 100,000. 








Liabilities. Assets. 
Gross note circulation . . 1764.87 Cash: 
Margin for deflation . - 309.95 From the Imperial Bank of 
India 675.03 
From Central Bank of 
India . ; 48.43 
O.S. exchange branch - 374.68 
Currency chests ‘ 90.56 
Total cash ; al . 1188.70 
Securities— 
B.G. from the Exchange 
Stabilisation Reserve . 309.95 
From Paper aemaniaiel Re- 
serve . 531.17 
Total B.G. securities . 841.12 
H.S. Nizam’s Government 
promissory notes... 45.00 
Total securities 3 . 886.12 
Total liabilities . . 2074.82 Total assets . 2074.82 
Maximum accommodation * Other assets "trade bills, 
for seasonal expansion . 230.54 etc., authorised by Govern- 
ment . 4 . . 230.54 
Grand total é « 2305.36 Grand total . ‘ . 2305.36 








5. Adopting the principle of variable maximum fiduciary issue 
of notes as in England, in order to enable Government and bank 
to supply purchasing power increasingly in proportion to increas- 
ing currency needs. 

6. Further narrowing down of the maximum and minimum 
rates of exchange to Rs. 115-14/117-11 from the present limits 
of 115—-10/118-12, thus diverting a large amount of capital to 
productive channels by making exchange work relatively un- 
attractive. 

7. A statutory guarantee of such a limit, instead of leaving 
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the matter to the discretion of the Government, at any rate 
pending post-war changes in world monetary standards. 

8. Roping in of all banking, personal as well as institutional, 
and compulsorily separating banking as such from trade. 

9. Prohibition of competition by the bank with primary 
banks in the matter of deposits, discount and exchange (except 
when there arises a genuine need for open market operations), 
and the bank to deal in these matters only with and through 
scheduled or member banks. 

10. Provision for statutory reserve ratios and deposit insur- 
ance with regard to scheduled or member banks. 

11. The bank to serve as the Apex Bank—doing rediscounting 
and giving remittance facilities for member banks. 

12. Apex financing through linking up demand for and supply 
of funds in the country by pursuing a policy of credit control. 

13. Collection of data regarding economic conditions. 

14. Increasing the proportion of gold in the metallic portion 
of the reserve by buying non-monetary gold which is available 
in large quantities among the people of the Dominions, thus 
strengthening the reserve and at the same time injecting new 
purchasing power into the country, for which there is great 
need. 

15. On the basis of scientifically collected data, to adopt a 
policy of adequate publicity in order to educate the community 
in the art of banking. 

16. To agree on an enlightened public works policy to be 
financed through the bank, utilising the vast opportunities for 
organising short-term and long-term agricultural credit, small 
scale and cottage industries, as well as big industries for which 
the State has special advantages in the shape of ample raw 
material (for instance, industries using cotton, vegetable oils, 
mohwa flower and cement as base) and pre-requisites for nation- 
building such as irrigation, water and hydro-electric works. Till 
that is done, no tax to be levied on seasonal expansion in view 
of conditions of infancy. 

17, Just now, serving as a technical arm of Government 
(with an inevitable amount of internal autonomy) in maximising 
war effort. 

Sooner or later these and such desirable improvements are 
bound to be made in the constitution and working of the Hyder- 
abad State Bank, and it is certain that this bank will play a great 
part in the economic future of the Hyderabad State. This is a 
bank born and being. brought up unden completely Indian 
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auspices, and its development should be of significant interest 
to all students of banking and finance in India and abroad. 
S. Kesava IYENGAR 
H.E.H. The Nizam’s College, 
Hyderabad (Dn), India. 





WorxLp Economic SurvEy, 1941-1942 


World Economic Survey 1941-42. (Geneva: League of Nations 
(London: Allen and Unwin), 1942. Pp. 189. 10s.) 


Ir is most fortunate, for both present and future students, that 
the Economic Department of the League has been able to continue 
so much of its work despite the war. This work has not been 
confined to surveys of the pre-war period, such as the three volumes 
on international trade and commercial policy. Despite the 
difficulty of collecting information in war-time, several of the 
periodical publications continue to appear, the main exceptions 
being the annual volumes on international trade and on world 
production and prices. In addition, studies have been made of 
particular war-time problems, such as “‘ War-time Rationing and 
Consumption.” 

This collection and recording of war-time data should be of 
value after the war, and it is to be hoped that the future student of 
statistical time series will not find too many gaps between 1939 
and the end of the war, when so many of the peace-time phenomena 
will be the results of war-time changes. 

World Economic Survey 1941-42 is the second of this series to 
appear since the war began, and carries the story up to the early 
autumn of 1942. This valuable record is perhaps less interesting 
than its predecessor, which described the transition from peace to 
war. The main outlines of war economics were already apparent 
by the autumn of 1941, and the present volume has to tell the 
less exciting story, from an economic standpoint at least, of the 
spreading and intensification of the war during the succeeding 
twelve months. 

The present volume may also be less interesting than its 
successor, which will perhaps be able to examine the post-war 
implications of economic changes brought about by the war. The 
1941-42 Survey contains an outline of many of the relevant facts. 
Information is to be found, for example, on the industrialisation 
of overseas countries which were important markets for British 
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exports before the war and on changes in the foreign assets held by 
various countries, such as the United Kingdom, Latin America 
and the sterling area. Particulars are given of the growing 
German indebtedness to the countries of Continental Europe, and 
attention is drawn to the vast expansion of purchasing power in 
many of these countries, dammed up for the time being by stringent 
controls. ‘The section on food production shows how the wheat 
surplus of the four chief exporting countries had risen from about 
200 million bushels at mid-1937 to over 1,400 million busheis 
(nearly 40 million tons) at mid-1942. It would be useful for 
the general reader if, in the next Survey, facts such as these 
could be further developed and set in their correct post-war 
perspective. 

The lay-out of this Survey is much the same as that of its 
predecessor. A preliminary chapter dealing with each of the 
main areas is followed by chapters on production, consumption, 
finance, prices, international trade and transport. 

Among this mass of information, most readers will find much 
that is new and much that they already know, and it is difficult for 
the reviewer to select particular points that will be of general 
interest. Few will fail to be shocked by the statement on page 18 
that 320,000 deaths were registered in Greece in the eight months 
August 1941 to March 1942. This rate of 480,000 per annum 
compares with 560,000 deaths recorded in 1938 in the United 
Kingdom, which has a population nearly seven times that of 
Greece. Some will be interested in the account of German methods 
of fixing prices in Government. contracts, whereby two or more 
“target prices ’’ may be fixed for the same article, corresponding 
to different “cost groups,” firms in the lowest cost group 
receiving preferential treatment in the allocation of labour, raw 
materials, etc., and exemption from excess profits taxation. 
Others will be surprised to read that in a sample enquiry, which 
covered forty British working-class families averaging six members, 
the father was found to receive half or more of the family ration of 
meat and cheese. 

One general reflection to which a reading of the Survey gives 
rise is that the economic management of this war has been fairly 
successful in most countries, and that the world will be well 
versed in the art of war economics should a similar disaster occur 
again. One criterion of success in this department of war is the 
price index-number, although this may not always reflect the true 
movement of prices. In this country, for example, the prices of 
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Elsewhere, illegal dealings are not uncommon—it is estimated, for 
example, that at the end of 1941 half of all the trade in France was 
transacted on the “ black market.” 

The Survey gives particulars of price changes in some forty 
countries, the latest date being in most cases somewhere in the 
first half of 1942. In nearly half of these countries (including 
admittedly most of the American continent, which was less 
directly affected by the war) the cost-of-living index had risen less 
than 40 per cent. above the pre-war level, and in four-fifths it had 
risen less than 80 per cent. (The latest figures, published in the 
League of Nations’ Monthly Bulletin of Statistics, show a somewhat 
less favourable position, but the general picture remains the same.) 
The United Kingdom occupies a position about two-fifths of the 
way down a list of countries arranged according to the degree of 
war-time increase in the cost of living, those with the best record 
being placed at the top. 

There are, however, some black spots, particularly in Southern 
and Eastern Europe, the Middle East and China. In Greece, for 
example, the official cost-of-living index rose by 155 per cent. in 
ten months, and prices in Free China in February 1942 are said to 
have been about twenty-nine times as high as in the summer of 
1937. Other indirect indications of inflation are to be found. In 
Italy the suggestion has been made that the interest and capital of 
Government bonds should be adjusted on the basis of a wage or 
price index. In China the Government has been collecting the 
land tax in kind and paying for foodstuffs in ‘‘ food bonds” 
expressed in physical units of the product in question. 

The general success of war-time economic administration has 
been achieved in most countries by methods which are surprisingly 
similar. Unlike other war-time inventions, innovations in methods 
of economic control cannot be kept secret, and it would be 
interesting to know how much the belligerents have learned from 
each other. “ Points” rationing, standardisation of design and 
quality in civilian manufacture, and various forms of compulsory 
saving have been adopted in many countries. The same 
difficulties have also been encountered by most Governments. 
For example, direct rationing of gas and electricity has, in general, 
been found impracticable, and recourse has usually been had to 
indirect restrictions. 

The Survey contains some orders of magnitude which will be 
interesting, at least to the general reader. It is estimated, for 
example, that the food production of Continental Europe, which 
covered about 90 per cent. of its requirements in peace-time, had 
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fallen in 1941 to 90 per cent. of the pre-war level, leaving a 
deficiency of about one-fifth to be met mainly by reductions or 
changes in consumption. Calorie intake per “‘ consumption unit ”’ 
is estimated very roughly at 3,300 per day in this country, 
compared with something over 2,500 in Germany, 1,500 in Italy 
and a recognised ‘‘ requirement ” of 2,400-3,000. The foodstuffs 
rationed in the United Kingdom covered only 57 per cent. of the 
total calorie consumption in peace-time, while the figure is 90 
per cent. or over in the whole of German-controlled Europe other 
than Denmark. 

It has not been found possible to sum up certain other 
important facts in the same convenient way. Two examples may 
be given. 

First there is the question of the help derived by Germany 
from the rest of Europe. Much interesting information on this 
subject is to be found in the Survey. It is reckoned, for example, 
that the financial exactions from France, Belgium, Holland, 
Norway and Denmark in 1941 were of the order of 10 per cent. of 
the German national income (page 21). Out of a total German 
Government expenditure on goods and services estimated at about 
88 milliard marks in 1941-42, some 17 milliard marks represented 
foreign contributions, for the most part out of current production 
(page 118). Particulars are also given of German borrowing in 
European countries, of her manipulation of their terms of trade, 
and of her exploitation of their man-power and railway rolling 
stock. It would have been useful if all this information, which is 
scattered throughout the book, could have been collated and 
wrought into general broad conclusions. 

As a second illustration we may take the industrialisation of 
overseas countries, on which much information is given, mainly 
in Chapters I and II. In Canada, the proportion of the national 
output devoted to manufacturing has risen from 34 per cent. in 
1919-28 and 39 per cent. in 1939 to 48 per cent. in 1941. In 
India, finished steel production had risen by May 1942 to 150 per 
cent. of the pre-war level, and the production of aluminium sheets 
and machine tools is now being undertaken. In Australia, the 
number of factory workers had increased from 540,000 before the 
war to 700,000 in the summer of 1942. In Brazil, the programme 
of development includes the construction of a new iron and steel 
mill which will fill about half of the country’s requirements. 
In other Latin American countries, Palestine and elsewhere, 
industrialisation is proceeding apace. Here again the reader will 
enquire what all this amounts to in relation, for example, to world 
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industrial production or to our export trade to the countries 
concerned. 

The Survey in war-time is necessarily, perhaps, more of a 
narrative and less of an analysis than the peace-time Survey, but 
it is without doubt a valuable record for which many will be 
grateful. 

G. D. A. MacDovuca.Lh 


London. 





OBITUARY 


BEATRICE WEBB. (1858-1943) 


PRACTICALLY every one who has written an obituary notice of 
Beatrice Webb has made the same remark, that in her achieve- 
ments as thinker and writer it is not only impossible to discuss 
them apart from those of Sidney Webb, but also practically 
impossible to distinguish the contribution of each partner. The 
Webbs, in fact, seemed for thé purposes of thinking and writing, 
and perhaps of living, to have become a composite personality. 
This is, I think, true, but also, in view of the marked differences 
in the character, gifts, genius of the partners, very strange. It 
is not strange that a very successful partnership in the art of 
living, thinking, and writing can be created by two persons who 
contribute completely different qualities, provided that they are 
complementary. But in that case one would expect to be able 
to see in their achievement quite clearly what each had contributed. 
The thing which puzzled me about Beatrice and Sidney Webb, 
whenever I saw them, was that intellectually and emotionally 
they seemed to me extraordinarily different, almost contradictory, 
and yet I am not sure that I could point to a single passage in 
any of their books and say with confidence: ‘‘ That is obviously 
Beatrice,” or ‘“‘ That is certainly Sidney.” 

Let me give an example. Most people regarded the Webbs 
and their work as the high-water mark of hard-headed, materialist, 
nineteenth century rationalism. The judgment is, I think, correct. 
They reached their conclusions by the concentrated and ascetic 
application of two very strong and supple brains to an enormous 
number of concrete facts, laboriously collected and filed for 
reference on sheets of paper. Mrs. Webb, when talking to any 
one whom she classified as an “ artist,” used to insist that her 
own work belonged to an inferior category ; useful, of course, and 
socially necessary, but purely intellectual, unspiritual and un- 























1943] OBITUARY : BEATRICE WEBB 285 


imaginative. “We work,” she once said, “in the kitchen.” 
And in her autobiography she takes the same line about herself. 
In 1868, when ten years old, she had already decided that “‘ the 
object in reading is to gain knowledge,” and seventy years later 
she notes that she had no favourites among English writers, 
because it was the subject-matter that she was after, “and the 
personal outlook and literary style seemed to me relatively 
unimportant.”” She admits to being poetry blind, though she 
slyly remarks that “ one of the unforeseen pleasures of old age is 
the faint beginning of a liking for exquisite literature irrespective 
of its subject-matter.”’ This view of the Webbs and of Mrs. Webb 
as completely unmystical, unemotional, inartistic was almost 
universally accepted. If the words “ dialectical materialism ” 
had not already been appropriated to describe a very different 
method, they might well have been used to describe the method, 
philosophy, and outlook upon life of the Webbs. And when the 
remarkable achievements of their partnership and methods had 
given them an established position, they seemed often to take a 
humorous pleasure in caricaturing the Webbs. When they were 
staying with us in the country shortly after our marriage, Beatrice 
took my wife aside with obvious premeditation in order to give 
her-a disquisition on the opportunity which marriage afforded of 
eliminating the emotional life and getting on with one’s work. 
“We always say,” she concluded, “‘ that marriage is the waste 
paper-basket of the emotions.” (It is possible that the words 
were “‘ waste-pipe of the emotions.”) When my wife asked 
her whether an old servant would not do as well as a husband, 
she gave the suggestion the serious consideration with which 
they tested every social fact or theory, and finally gave it as her 
opinion that in some cases an old servant might do as well as a 
husband. 

It seemed therefore at first sight as if the Webbs eliminated 
everything but materialism on the one side and dialectic on the 
other. There were first the facts, hard facts which were the material 
or materialism, and then there was the intellect or reason to be 
applied to facts. All that was necessary was to collect, docket, 
ticket, organise, ingeniously contrive, manipulate, administer. 
Human beings were themselves only a particular kind of fact to 
be appropriately classified as a social investigator, artist, manual 
worker, or husband, and in a well ordered society an efficient 
card-index system or classification would automatically ensure 
that his or her appropriate social function was assigned to each 
individual. The Webbs were not interested in utopia and they 
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often treated idealism as if it were utopianism, but they seemed 
to believe and to preach that nothing was required to produce 
a very good society for the community and a very good life 
for the individual but a proper application of the intellect to 
facts. 

There was obviously a certain amount of truth in this view 
of the Webbs and their method. And at first sight in this method 
and outlook there seemed to be no difference between them. 
Indeed, for some years after I first came to know them—which 
was in 1913 when they were already famous and at the height of 
their powers—I made the common mistake about them and the 
still greater mistake of thinking that, in this respect, Beatrice 
was even more Webbian than Sidney. Nothing could have been 
further from the truth. What made Mrs. Webb the most remark- 
able woman of her time was that she combined with an unusually 
powerful and supple intellect strong emotions, considerable 
imagination, and profound mysticism, and that, by sheer strength 
of character and a solitary struggle with her own soul (which 
reminds one of the Christian ascetics who retired into wildernesses 
to struggle with themselves), she had contrived by the age of 
thirty almost completely to control by her intellect her emotions, 
imagination, and mysticism. In My Apprenticeship, which is 
one of the most remarkable autobiographies ever written, this 
becomes plain, but before the publication of that book one rarely 
got a glimpse of what was behind the Webbian facade. I had 
known Beatrice Webb three or four years before I got a glimpse. 
At a dinner in Grosvenor Road one night I sat between Beatrice 
and her sister, Mrs. Hobhouse. Somehow or other the conversa- 
tion got on to the subject of prayer. They both insisted upon the 
desirability and efficacy of praying. It is a subject upon which I 
had and have strong opinions in the opposite direction. They 
were a most formidable couple to oppose in argument, but I did 
my best, and there was a certain amount of heat on both sides. I 
got a glimpse then in Beatrice Webb of the passion and mysticism 
of which before I had had no suspicion, and I remember noticing 
at the time Webb’s attentive, and apparently amused, silence. 
Shortly afterwards I stayed with them in the country, and 
Beatrice reopened the argument at lunch and, by the time that 
lunch was over and we had adjourned to the library, had widened 
it to include the question of the desirability of teaching religion in 
schools. As she marched up and down the room, arguing vehe- 
mently, no one could fail to see the strong emotion and profound 
mysticism which made me revise my previous idea of one of the 
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partners, though it was only after the publication of the auto- 
biography that the real nature and stature of her psychology were 
fully revealed. 

In this passion and mysticism Beatrice was, I think, entirely 
different from Sidney. He took no part in either of the arguments, 
and on both occasions I had the impression that he was an amused 
and disinterested listener. If my view is correct, there was 
therefore a profound difference in the psychology and outlook 
of the two partners. What seems to me so remarkable is that 
there is no trace in their work of any such difference. It is 
unnecessary for me to give to readers of the Economic JOURNAL a 
catalogue of their works or a detailed description and estimate of 
their work, and I am not even competent to do so. My object 
is to pay an affectionate tribute to a woman, not only of immense 
abilities, but of genius. To do that, however, it is necessary to say 
something, however inadequate, about the achievements of the 
partnership and Beatrice Webb’s contribution to it. They 
achieved, I think, two things of outstanding importance. 

In the first place, they did for both social thought and political 
practice in the twentieth century what Bentham had done in the 
nineteenth. There is, in fact, a queer resemblance between them 
and Bentham : their uncompromising intellectuality and rational- 
ism; the aloofness, integrity, and asceticism of their life; their 
emergence as national “ characters”; the way in which their 
theories influenced political practice by permeating or capturing 
the key politicians. The reason for this resemblance is, of course, 
that they, like Bentham, were thoroughly British in mind, method, 
and character; no other national tradition could produce that 
strange mixture of uncompromising ratiocination, practical 
common sense, and the courage of one’s own absurdities. The 
Webbs developed a peculiar technique of social investigation. It 
was an attempt to apply the methods of science to the observation 
of human society, and in particular to contemporary social 
institutions, regarded not as static or historical phenomena, but 
as social processes. As Beatrice Webb herself put it: “ Only 
by watching the processes of growth and decay during a period of 
time, can we understand even the contemporary facts at whatever 
may be their stage of development; and only by such a com- 
prehension of the past and present processes can we get an insight 
into the means of change.” Their technique was not an entirely 
new invention of their own. It was itself part of the general 
process by which the enormous developments in the “ natural 
sciences ’’ in the nineteenth century were changing men’s attitude 
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towards themselves and their institutions and had already had 
important effects upon the historian and the sociologist. They 
owed much directly to Herbert Spencer and to the great London 
investigation of Charles Booth, who, in Beatrice Webb’s view, 
“‘ was the boldest pioneer . . . and the achiever of the greatest 
results, in the methodology of the social sciences of the nineteenth 
century.” But they differed from all other workers in their own 
field by the scale of their operations, the great intellectual power 
and imagination with which they handled their material, and that 
breadth and steadiness of social vision which enabled them never 
to forget that the ultimate object of “ a comprehension of the past 
and present process ’’ was always “ an insight into the means of 
change.” The result was that no British thinker or writer, no 
politician, no civil servant, however hostile to or critical of the 
Webbs he might be, could escape their influence, if he put a toe 
upon the territory which they had made their own. For over 
that vast territory, which stretched from Local Government to 
the Co-operative Movement, they ruled by right of conquest, and 
they taught us, whether we were professors, publicists, or politi- 
cians, whether we were Local Government officials or trade unionists 
or co-operators, not only to understand for the first time the 
society and institutions of which we were part, but the processes 
by which social evils might be abolished and social ideals attained. 
Hence their immense influence upon political thought and action 
during the last forty years. 

I do not believe it is possible to distinguish the contribution of 
each partner to this great work. No one who has himself worked 
with Sidney Webb on a piece of investigation can doubt that the 
method was part of himself or can fail to recognise the power of 
his brain, the mastery of material, the fertility of his historical 
and political imagination. Yet it is clear from Beatrice Webb’s 
autobiography that, even before she met Sidney, she had already 
worked out for herself the Webb method of social investigation 
and had already applied it to the Co-operative Movement with the 
result that the nature and social significance of consumers’ 
co-operation were revealed. All that one can say about their 
partnership is that by a rare miracle two great minds were enabled, 
not merely to think the same thoughts, but to think them fora 
lifetime together and for a common purpose. 

They achieved another thing of equal importance. It was 
their personal influence. I do not refer only to their influence 
upon politicians and upon the workers, in the Labour Party, the 
Trade Union Movement, and in the Co-operative Movement— 
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that was great and of great importance. I am thinking rather of 
their personal influence upon an unending series of younger 
generations. Their interest in the young, in any one who showed 
the slightest gift for political thought or social investigation, 
was unsleeping and undying. And they were tirelessly unselfish 
in offering to any young man or woman of the kind opportunities 
of learning and working. In this way they exercised a profound 
influence upon the minds and work of several generations of the 
politically conscious young, and not least upon those who rebelled 
against, and sometimes affectionately ridiculed, the Webbs. They 
achieved this partly by the power of their minds and characters, 
but also by a peculiar simplicity and integrity, which made any 
little-mindedness impossible for them. I have never known any 
one who met the opposition, violence, and ingratitude of youth with 
such complete fairness, sweetness, and tolerance as the Webbs. 
Here again they acted as a composite personality. And yet, 
as I said at the beginning, in one’s memory Beatrice, as a person, 
is so distinct, so different from Sidney. She was, as her auto- 
biography shows, a woman of strong emotions, and, though she 
would have denied this herself, she had in her the passions and 
imagination of an artist. There was, too, within her a deep-seated 
conflict between what she calls “‘ the ego which affirmed ” and 
“the ego which denied.”” But she chose for the work and object 
of her life social investigation, and she dedicated herself to it 
much as a nun or Buddhist priest is dedicated to a life of religion. 
She trained herself for her task intellectually with the greatest 
rigour, and somehow or other, with intense mental pain and effort, 
she reconciled the conflict within her and purged her passions. 
To succeed in this required pertinacity and courage of a high order. 
She had both. (It is characteristic of her that a passage in her 
diary in which she says: “ Ah! me; there come times when one 
would recommend universal suicide,’ ends with the words: 
“Courage, my friend, courage.”) When I first knew her, she had 
already completed her self-dedication and had become an intellec- 
tual ascetic. Superficially the extreme intellectuality and 
asceticism sometimes appeared rather bleak and arid, but the 
more one knew her, the more one realised how human and humane 
the was beneath the surface. As she grew old, this humanity 
seemed to me to increase, and it was noticeable in the gentle 
and rather amused distrust which she used to express of her own 
“aged” judgments. The last sentence in the last letter which I 
had from her, written last year, was: ‘I am afraid I am not very 


hopeful about the official Labour Party as it is at present con- 
No. 210.—voL. LI. U 
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stituted, but then the aged are apt to be pessimistic about the 
future in which they will not be concerned.” 
LEONARD WOOLF. 
[A further notice, under the title of ‘‘ Beatrice Webb as an 
Economist,” by Mr. G. D. H. Cole, supplementary to the above, 
will appear in the next issue of the Journal.] 





W. A. SHaw 

Wiuu1am Artuur Suaw, who died last April in his 78th year, 
was not primarily an economist, but his life’s work in editing the 
thirty-five volumes of Treasury records extending over the 
period from the Restoration to the middle of the eighteenth 
century is a great and permanent contribution to economic 
history. Editing meant not merely a skilled selecting and 
summarising, but the writing of introductions which themselves 
are important historical volumes. 

Though primarily a historian, Shaw had high academic quali- 
fications as an economist, and was prompted by a lively interest 
in the bimetallic controversy to write a History of Currency, 
which was published in 1895. This work, though it assumed 
somewhat the character of an essay on the operation of the ratio 
of gold to silver under Gresham’s Law, is nevertheless a mine of 
historical information on the monetary systems of all Europe from 
the thirteenth century to modern times. Shaw’s Select Tracts 
and Documents illustrative of English Monetary History (1896) was 
a contribution to the same theme, but remains of lasting value. 

During the last war Shaw turned his hand to practical ad- 
ministrative work in the Treasury. That was a time when 
monetary problems, after a long interval of quiescence, were once 
again demanding solution. Shaw was moved to write two books 
on current monetary controversies, Currency, Credit and the 
Exchanges (1927) and The Theory and Principles of Central Bank- 
ing (1931). Here he was straying outside his own special field, 
and these books never made an impression on the economic world. 
What led him to write them was the governing idea that the 
issue of currency ought to be subordinated to the regulation of 
credit, and to be made quite separate and automatic. 

As a master of historical research, Shaw did much work out- 
side the economic field, including a number of erudite articles in 
the Dictionary of National Biography, rescuing many interesting 
but little known characters from oblivion. 

He became a fellow of the British Academy in 1940. 

R. G. HawTREY 
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CuRRENT TOPICS. 


THE Annual Meeting of the Society was held at Chatham 
House, St. James’s Square, on Wednesday, July 21st, at 4.45 p.m. 
Sir William Beveridge was re-elected President of the Society for 
a fourth year. The remaining officers and Council were re-elected 
without change. The Secretary reported on the position of the 
Society as follows :— 





1942. | 1941.) 1940.) 1939.) 1938./ 1936.| 1934./ 1930.) 1928.) 1926./ 1914. 





New Fellows and Library 


Members elected . ° 287] 243] 354] 490) 538] 523] 389] 756) 479| 334 50 
Fellows lost by death, re- 

signation, or default . 202} 428] 501; 496] 489] 483] 370) 214| 171] 115 33 
Number of Fellows and 

Library Members on Dec. 


Silst . © . . | 4,325 14,240 |4,425 14,572 |4,578 |4,497 |4,433 |4,007 |3,183 |2,561| 694 
Total Compounders in- 


cluded in above total . | 1,328/1,262/1,175/1,155/1,141/1,051| 984] 760) 640) 548] 159 
Surplus of Income over 
xpenditure, together 
with receipts from Com- 
pounders . ° . 











£1,382 /1,041|) 372] 329) 359) 846] 339/ 710] 754/1,133| 278 





























After the transaction of the formal business, Mr. Geoffrey 
Crowther opened a discussion on “‘ International Currency Plans.” 
The meeting was very largely attended, in spite of members 
having had regrettably short notice, and an interesting and 
valuable discussion took place. In order that those who were 
officially concerned with recent proposals might feel free to take 
part, the President asked that the discussion might be treated as 
private, and several of those in personal touch with recent 
discussions were thus enabled to take part. 





A COMMUNICATION from Mr. C. K. Mill, of Howth, Co. Dublin, 
received through the kind offices of Professors O’Brien and 
Hayek, informs the Society that he has found among his family 
papers some manuscripts and political notes by Ricardo and the 
originals of a long series of letters from Ricardo to James Mill 
between the years 1819 and 1823. It becomes thus possible to 
fill the last remaining gap in ‘“‘ The Correspondence of Ricardo” 
which is to be included in the edition of his Works, which has for 
a long time been in preparation, and is now in the hands of the 
printer with a view to publication immediately after the end of 
the war. 





We much regret to announce the death of Professor Sir J. C. 
Coyajee of the University of Calcutta, correspondent of the 
Royal Economic Society for India, news of which has reached us 
a8 we are going to press. 
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WE announce with much regret the death of Prof. D. R. 
Dewey on December 13, 1942, in his eighty-fifth year. Prof. 
Dewey became the first editor of the American Economic Review, 
the journal of the American Economic Association, when it was 
first started in 1911, and held this office for thirty years until 
1941. Prof. D. R. Dewey was a brother of the philosopher Prof. 
John Dewey of Columbia. 





THE Editor has lately had the pleasure of a communication 
from Mr. A. Duckworth, the only remaining correspondent of the 
Royal Economic Society who dates from our foundation. On 
page 817 of the first volume of the Journal a notice will be found 
of his appointment as correspondent for New South Wales. Mr. 
Duckworth writes in special appreciation of the comprehensive 
article on the centenary of Alfred Marshall and says: ‘I still 
maintain my interest in the Society’s welfare and am in good 
health amidst war’s alarms.’”’ The Fellows of the Society will 
wish to convey their greetings to one of their most senior members. 
Mr. Duckworth, Dr. L. L. Price and Sir Hubert Llewellyn Davies 
are our three seniors who have held an official position in the 
Society from the beginning, to whom may be added in retirement 
Dr. John Neville Keynes and Prof. Bastable, who were original 
members of the Council. 





A MEMBER of the Royal Economic Society resident in Malta, 
Mr. J. Anastasi Pace, wrote to the Society on January 29, 1943, 
to say that he had safely received all issues of the Economic 
JOURNAL up to date and was much enjoying reading them. It is 
true that some of the numbers had to be despatched more than 
once before his set was complete. But members may be interested 
to know that, nevertheless, in the circumstances prevailing at 
the end of 1942 and beginning of 1943, they all did in the end 
arrive safely. 





In commemoration of Mr. Seebohm Rowntree’s long associa- 
tion with the firm, Messrs. Rowntree & Co., Ltd., have created a 
fund to assist persons “‘ studying or engaged in research into the 
causes of poverty and how these can be removed.” The income 











ita, 
43, 
MIC 
t is 
han 
ted 
at 


end 


ycia- 
ad & 
the 
ome 





1943] CURRENT TOPICS 293 


of the fund will normally be applied to a full-time research 
studentship; but the Trustees, at their discretion, may use it to 
commission enquiries into particular problems, or by way of 
research grants to persons who cannot accept the obligations of 
a full-time studentship. The Secretary of the Trustees is Mr. 
F. D. Stuart, North Dean House, Nr. High Wycombe, to whom 
enquiries about the studentship should be addressed. 





The following have compounded for life membership of the 
Royal Economic Society : 


Ashworth, H. F. Hinds, A. E. Roberts, D. W. 
Barnett, G. H. Holt, J. F. Roberts, N. 
Barton, A. E. Irvine, A. G. Rodwell, R. W. 
Bray, J. E. Jeejeebhoy, P. J. Sachs, A. 
Captain, H. C. Johnson, H. Sarkar, Prof. S. A. 
Carter, V. F. Joseph, MissC.M.W. Shaw, A. F. 
Daniel, Dr. G. H. Lingard, H. A. Shaw, W. 
Davies, M. R. R. McIntosh, A. W. Shennan, Lt.-Col. J. 
Davison, J. E. Marget, Prof. A. W. R., O.B.E., M.C. 
Duany, Dr. R. P. Mars, J. Smith, G. E. 
Dyer, B. B. Means, G. C. Southern, F. W. 
Eagle, E. C. Morgan, Dr. T. Spence, C. H. 
Evans-Hemming, Mulvany, Miss E. Tewson, G. E. 

D. F. Myat-Tun, M. Thomas, Capt. R. H. 
Evelegh, A. Newall, A. P. Walls, S. K. 
Fielding, F. O’Connor, S. P. Walton, R. 
Gale, T. Oliver, G. A. H. Ward, H. 
Gilchrist, Lt.-Col. D. Pegg, L. Wells, 8. J. W. 
Gilchrist, R. N. Prestwich, H. J. Wenban, Major F. T. 
Goodfellow, D. M. Radomysler, A. Woodward, F. H. 
Hald, Prof. E. C. Reinhardt, M. Wortman, B. 
Haynes, C. E. Ridley, T. M. Wrigley, H. 


The following have been admitted to membership of the 
Society : 


Alphand, H. Arnold, J. H. Baldwin, C. 
Anang, M. F. Dei. _ Baird, R. F. Bamberger, F. 
Ananth, K. K. Baird, W. Barbey, E. 
Anderson, A. K. Bakirzis, P. E. Beasley, M. C. 
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Beadnall, K. A. Cowie, B. Graham, M. G. 
Bechmann, W. P. Coxon, L. S. Grant, M. 
Belcher, J. W. Crawshaw, Mrs. C. T. Greaves, J. 
Belin, R. Cumming, R. 8. Green, R. G. 
Bellman, K. B., Cunliffe, MissS. V. Greenhough, H. 
Bennett, R. C. Cutting, E. W. Hagen, E. E. 
Berresford, K. G. Davies, F. Hake, H. A. 
Blackley, Lt. R. M. Dawrant, A. L. Hampton, E. R. 
Brims, D. K. Day, E. N. Hanby, G. 
Brookes, W.M.C. Day, W. A. Hayes, L. 
Brown, E. C. Daysh, A. D. Healy, J. J. 
Brown, G. F. Dent, L. A. Hendries, G. F. L. 
Brown, S. de Wit, C. Heryer, F. R. 
Buckee, Mrs. A. Dimovice, Dr. N. Higginbotham, J. 
Buckingham, J.J. Dunn, G. H. Hobson, D. 
Burgess, G. W. Dyson, L. Hogg, C. J. 
Bustamante, C. M. East, A. E. Holt, F. 

de. Edwards, J. T. Hood, A. W. 
Butten, E. E. Emmott, T. C. Hoofien, S. 
Caddick, A. F. Endean-Rowe, 8. J. Hughes, D. A. 
Caldwell, Capt. J. English, J. C. Ibbetson, G. A. 
Callaghan, H. T. Eriks, S. S. Innes, I. J. M. 
Campbell, A. M. Fayer, T. L. Jackson, A. A. 
Carew Slater, H. J. Fearn, H. Jackson, E. C. 
Carr, M. Fletcher, C. B. Jackson, J. A. 
Carrington, A. J. Fletcher, W. James, G. O. 
Carter, G. Forrest, B. A. Jarman, A. H. 
Carter, G. R. Forster, T. A. B. Johnson, Miss D. L. 
Cashmore, F. R. Foulkes, 8. H. Johnson, J. C. de G. 
Charlton, T. S. France, W. P. Jones, T. G. 
Chassee, L. J. Frank, R. E. Jones, T. J. 
Cheetham, F. Frostick, L. J. Joslin, W. M. C. 
Chirgwin, E. A. Gardner, J. L. Katzenellenbogen, J. 
Clark, 8. Gates, J. R. Kaye, B. L. B. 
Clayton, R. H Gibson, A. King, W. G. 
Clifford, 8S. J. Gill, W. T. H. Klarman, H. 
Coates, W. M. Gizmen, Z. Konig, Dr. E. 
Cockcroft, A. Glass, Dr. D. V. Kristappa, K. 
Cohen, L. Godfrey, S. E. Kularatnam, K. 
Cole, L. J. Goldberger, E. Kureishi, A. 
Cooke, W. C. R. Good, A. P. Laffer, K. M. 
Cooper, C. W. D. Goodchild, R. B. Largentaye, J. de. 
Cotterell, L. E. E. Goode, J. H. Latham, J. 
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Lavin, R. W. 
Lecatsas, P. 
Lentakis, M. E. 
Lightbown, A. 
Linnecar, A. W. 
Little, P. T. 
Livesey, G. 8. 
Llewellyn, N. J. 
Loftus, P. J. 
Ludwig, Dr. H. 
Macassey, Sir 
Lynden, K.B.E. 
McArthur, D. 
McCombie, Mrs. B.B. 
McConnell, C. E. 
McDonnell, W. P. 
McFetrich, C. 
McGovern, P. A. 
Mackay, R. W. G. 
Macmillan, W. E. F. 
Margulies, W. 
Martin, S. 
Martinez-Herrera, A. 
Matthews, C. W. B. 
Matthews, R. A. R. 
Melling, C. T. 
Moody, Miss M. E. 
Morriss, W. E. 
Morrow, I. T. 
Mosak, J. L. 
Muirhead, A. H. V. 
Munshi, B. S. 
Nawrocki, Z. 
Newall, H. 
Newlyn, W. T. 
Newman, H. H. 
Nicholson, D. A. 
Noble, K. J. 
Nolan, F. E. V. 
North, J. D. 
Nowell, R. 
Nowell, W. C. 
Oldfield, A. J. 


CURRENT TOPICS 


Oldfield, G. A. G. 
Openshaw, A. C. 
Osborne, W. E. 
Osterritter, A. J. 
Pacht, F. K. 
Parker, E. C. 
Parker, T. E. 
Partridge, E. J. 
Pearson, F. E. G. 
Perkins, F. W. 
Pester, W. G. 
Peterson, J. 
Pettifer, F. J. 
Pickering, C. C. 
Pilkington, E. 
Pillar, G. W. 
Pinoff, H. 

Potter, D. C. H. 
Powell, C. J. 


Puller, J. L., O.B.E. 


Quetton, C. G. 
Quilliam, J. V. 
Radbone, V. J. 
Rawson, C. P. 
Richardson, E. 
Riley, E. W. 
Ritson, J. 

Rix, Miss M. S. 
Roberts, J. E. 
Roberts, T. R. 
Robinson, D. L. 
Robinson, I. V. 
Robinson, J. H. 
Rodgers, C. 
Roper, E. 

Rose, H. 

Rose, P. G. 
Ross, J. 

Ross, J. C. 
Rothschild, K. W. 
Ruddock, J. W. 
Rush, T. T. 
Saint-Yves- J. M. 
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Sanderson, R. M. 
Sarosi, Dr. O. 
Saville, A. 
Schluter, G. C. 
Schnierer, Dr. F. 
Scitovsky, T. de 
Scott, A. V. 
Seago, J. L. 
Sefton, A. B. 
Severn, F. 
Shababo, D. A. 
Shah, D. JJ. 

Shaw, A. G. L. 
Shaw, L. V. 
Shifmanovic, L. 
Shybekay, Prof. D. 
Simpson, G. L. 
Smith, C. A. 
Smith, G. T. 
Smith, L. J. M. 
Smith, R. H. 8. 
Sosnowicz, E. C. 
Spicer, Miss D. E. L. 
Stabler, N. E. 
Stanaway, S. 
Steinbock, F. E. 
Stevenson, W. 
Stewart, U. 
Summers, F. C. A. 
Sutcliffe, G. E. 
Tansley, D. G. 
Taylor, F. G. 
Temple, R. J. 
Tew, J. M. 
Thomas, Miss E. M. 
Thompson, A. E. 
Trivedi, R. R. 
Tsouderos, Miss V. 
Tyson, G. W. 

Van Moppes, L. E. 
Vincent, J. 

Wade, G. E. 
Walker, J. R. 
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Wallett, N. Wilkinson, S. Wood, E. A. 
Way, A. J. Williams, 8. D. Wood, H. H. 
Weston, G., M.P. Willshire, N. A.D. Wood, H. W. 
Whiteoak, W. D. Wilson, J. D. Wright, F. J. 
Widdowson, N. P. Wilson, J. W. Yager, J. A. 
Wigginton, N. H. Winslow, J. S. Young, F. 
Wilkie, D. H. Wold, K. G. 


The following have been admitted to Library membership of 


the Society : 





Associated Industrial Consultants, Ltd. 
Bakelite, Ltd. 

Banco Centra] de Chile, Santiago. 

British Export Gazette. 

British Insulated Cables, Ltd. 

Catmur Machine Tool Corporation, Ltd. 

City College of Commerce, Liverpool. 

Croydon Gas Company. 

Danish Bacon Co., Ltd. 

Department of Labour, New Delhi. 
Department of War Organisation of Industry. 
Director of Rationing, Melbourne. 
Elphinstone College, Bombay. 

Federal Reserve Bank of Minneapolis. 
Federation of Irish Manufacturers, Ltd. 
Forman Christian College. 

Hamashbir Hamerkazi, Ltd. 

Inspector General, Polish Air Force. 
International Wool Secretariat. 

J. & J. Hayes, Ltd. 

John Binns & Sons, Ltd. 

Joint University Libraries, Tennessee. 
Librarie A. Franck, Berne. 

Midland Electric Manufacturing Co., Ltd. 
Ministry of Information (Spanish Section). 
National Central Library, Chungking. 
National Institute of Economics and Social Research. 
Norwegian Ministry of Supply and Reconstruction. 
Ord & Maddison, Ltd. 

Palestine Electric Corporation. 

Pressed Steel Co., Ltd. 
R. Hunt & Co., Ltd. 
Richard Hawarth & Co., Ltd. 
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Rollins College Library. 

The Daily Herald. 

The Investors’ Review. 

Thomas Byrne Memorial Library, Alabama. 
Thomas French & Sons, Ltd. 

University of Mississippi. 

University of Wisconsin. 

Vauxhall Motors, Ltd. 





THE London School of Economics has in preparation a new 
collection of the letters of John Stuart Mill. It hopes to publish 
in the first instance a complete collection of his letters up to 
1847 or 1848. This may be later followed by a further volume 
or further volumes. For the period till 1847, which in H. S. R. 
Elliot’s Letters of John Stuart Mill is represented by only 44 
letters, about a hundred unpublished letters and nearly two 
hundred letters published in other places have already been 
traced. (For a list of the latter see The Times Literary Supple- 
ment, February 13th, 1943.) The aim of the work now con- 
ducted by the London School of Economics will be to make the 
collection as far as possible complete and definitive. The London 
School of Economics is therefore anxious to get in contact with 
all owners of letters by John Stuart Mill. Any information 
assisting in the tracing of such letters belonging to any period of 
Mill’s life will be gratefully received by THE Cuarrman, Economic 
Research Division, London School of Economics. (War-time 
Address) The Hostel, Peterhouse, Cambridge. 





WE regret to announce the death of Professor W. J. Roberts, 
who had occupied the Fulton Chair of Economics and Political 
Science at University College, Cardiff, for more than thirty years. 
Professor Roberts retired from the Chair in June of this year 
and died on July 20th. Dr. Brinley Thomas, of the London 
School of Economics, was elected in July 1943 as Professor 
Roberts’ successor in the Chair. 











RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 

Vou. CV, Part IV, 1942. Measles and Whooping-Cough Incidence before 
and during the Dispersal of 1939-41: Prrcy Stocks. Basic Ideas and 
Some Recent Results of the Theory of Testing Statistical Hypotheses: J. 
Neyman. A Short Guide to Pre-War English Outdoor Vegetable Statistics : 
W.F. Darke. The Beveridge Report: Str Gwitym GIBBON. 


Economica. 

May, 1943. Comparisons of Real Income: A. C. Picou. The Expecta- 
tional Dynamics of the Individual: G. L. SHackieE. The Problem of 
Rationality in the Social World: A. Scnurtz. Multilateral Clearing : 
E. F. ScoumacHer. Public Expenditure in the National Income : E. H. 
Srern. A Liberal New Order: A. G. B. FIsHER. 


The Political Quarterly. 

JANUARY—MarcuH, 1943. The Future of Town and Countryside: F. J. 
OsBorn. The Colonial Office: A. CREECH JONES. Jewish Problems : 
M. Potanyt. The Problem of International Language: R. Postearte. 
Anglo-American Trade Union Co-operation: E. Davies. The Future of 
Public Libraries: A. E. THompson. Social Service in Rural Areas: 
H. A. Mess. The Indian Prospect: Str JoHN MayNaRD. Co-ordina- 
tion of War Aims: R. SCHLESINGER. 


Agenda. 

Vou. 2, No. 2, May, 1943. Peace-Making: Vienna, Paris and To-day: 
C. K. Wesster. Franco-British Relations during the First Months of 
the War as an Experiment in International Co-operation: P. VAUCHER. 
The Pan-American Union ; an International Secretariat: R. I. Kutt. 
The Birthrate and Family Allowances: R. A. FisHer. The Maternity 
Services in England and Wales before the War: E. GREBENIK and 
Dorotuy J. Parry. The Building Industry after the War: G. D. H. 
Cote. The War and Post-War Integration of Research Activities in the 
ban States: R. H. Hernpert. The Post-War Evening Institute: J. 

TONE. 
The Eugenics Review. 

JanuaRy, 1943. Leonard Darwin, 1850-1943. Hugenic Aspects of 
Children’s Allowances: Sirk Witttam BeEveripce. The Adolescent 
Criminal. 

Aprit, 1943. Annual Report of Eugenics Society. The Span of Life: 
B.S. BRaMweEtt. Population Investigation Committee. 


The Sociological Review. 
Juty—OcToBER, 1942. Loudoun Square ; a community survey, II: K. L. 
E. Notes on Class Consciousness and Class Unconsciousness : Tom 
Harrisson. The Social Basis of Physical Planning, II: R. E. Dicxt- 
son. Jewish Students at the Universities of Great Britain and Ireland— 
excluding London, 1936-1939 : G.D.M. Brock. The Importance of the 
Family: May Ravpen. The University Commerce Curriculum : G. F. 
THIRLBY. American Criminology and Penology in War Time: HER- 
MANN MANNHEIM. 
Oxford Institute of Statistics. 
Vou. 5, No. 3. Expenditure on Food and Nutrition: T. Scuutz. Protein 
<r : R.S.G. Ruruerrorp. Natural versus Synthetic Rubber: 
. Moos. 
Vou. 5, No. 4. Prices and Retail Consumption in 1942 : G. D. N. Wors- 
wick. The War-Time Trend of Deposits : M. KauEcxt. 
SUPPLEMENT. The Beveridge Plan for Social Security. 
Vou. 5, No. 5. Meat and Wheat: J. Gotpmann. The Burden of the 
National Debt: M. Katrcxt. Dual Capacity: G. D. N. Worswick. 
Substitution of Women for Men in Industry : J. L. NicHoison. 
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Vou. 5, No. 6. The Trend of Consumption in 1942: T. Scoutz. The 
Budget: M. Katecxi. The U.K.C.C. in the Middle East: P. Avy. 
Vou. 5, No. 7. The Distribution of the War Burden: J. L. NicHotson. 
Building Materials and Building Policy : 8. Moos. A Minimum Diet in 

April 1943: T. Scuurz. 

Vou. 5, No. 8. Profits, Salaries and Wages: M. Katecxi. Point Ration- 
ing of Foodstuffs : K. W. Rotuscuitp and J. GoLDMAN. 

Vou. 5, No. 9. War Finance in 1940, 1941 and 1942: M. Kateckx1. 
“ Human Needs’ Cost of Living for a Single Person : T. Scuutz. Con- 
sumption of Milk: J.Go~tpmMann. Steel Prices: G. D. N. Worswick. 

Vou. 5, No. 10. Wage Structure and Wage Policy in the U.S.A.: J. 
SreInDL. Some Estimates of Consumption: J. L. NicHotson. The 
Coal Prospects for 1943-44 : F. A. BurcHARDT. 


The Banker. 

May, 1943. Clearing Union or Stabilisation Fund? Keynes Plan and 
White Plan ; a compromise : Pauw Ernzic. 

June, 1943. Export Costs and Export Price Policy: N. Katpor. Over- 
seas Banking in 1942. 

Juty, 1943. Price Control of Consumers’ Goods. Eire: a financial and 
economic survey. 

Avueust, 1943. A Case for Export Subsidies : T. BALoaH. 


Planning. 
No. 204. Facts about Electricity Supply. 
No. 205. After the Beveridge Report. 
No. 206. Employment for All. 
No. 207. Space for Leisure. 
No. 208. International Air Transport. 
No. 209. Poverty and Progress in China. 


Fabian Quarterly. 

No. 37. Points for Planners. Plea to Economists: MArGARret COLE. 
Food in Britain. When Hostilities Cease: MrzpRED Bamrorp. The 
ey of Socialism: Heten M. Keynes. Dagenham’s Medical 
ervices. 

No. 38. Beatrice Webb: Marcaret Cote. New Deal for Europe: W. 
JaxscH. The Political Consequences of Lord Keynes: Mipex. Army 
Education : H. Ross. 


International Labour Review. 

FeBRuARY, 1943. A People’s Peace in the Colonies: W. Benson. The 
Conditions of Employment of Prisoners of War. National Planning for 
Town and Country in Great Britain. 

Marcu, 1943. The Role of Food in Post-War Reconstruction: Str JoHN 
Orr. Swedish Social Policy in Wartime: T. ERtANDER. The Recruit- 

. ment of French Labour for Germany. 

: Aprit, 1943. The Co-operative Movement and Post-War Reconstruction : 
J. McFapyen. The Problem of Social Security in Colombia: E. 
HERRNSTADT. A Post-War Programme for the United States. The 
Work of the Factory Department in Great Britain. 

May, 1943. Chinese Economic Policy in War-Time : GENERAL Ho Yao- 
Tsu. Soviet Workers in Germany. Social Security Planning in Canada. 


The Canadian Journal of Economics and Political Science. 

1 May, 1943. The Party System and the New Economic Policies: F. E. 
: DessaverR. The Hawthorne Experiments : C.W.M. Hart. Vocational 
Rehabilitation during and after the War: J. L. Amos. Differential 
Fertility in Canada, 1931 : Extp CHartes. Estimate of the Gross Value 
of Construction in Canada, 1940: O. J. Firestone. 


The South African Journal of Economics. 
Maron, 1943. The Concept of Waste: W.H. Hurr. War-Time Control 
of Prices in South Africa, III: R. H. Smita. The Right to Strike in 
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South Africa: E. Kaun. A Critique of the First Report of the Social 
and Economic Planning Council: W. H. Hutt. 


The Indian Journal of Economics. 

OcrToBER, 1942. The Indian Fiscal Policy: A. K. Dascupta. Fiscal 
Policy Muddles: B. P. ApAaRKAR. Economics of Mixed Farming in 
‘* Charotar”’ (Bombay Province): M. B. Guatce and K.8. Pater. A 
Dynamic Theory of the Foreign Exchanges: J. 8S. Ras. 

JANUARY, 1943. International Equilibrium in a Complementary Economy : 
Antt Datra. The Mercantilist View of Money in Relation to Public 
Finance : Partmat Roy. 


Sankhya. The Indian Journal of Statistics. 

DECEMBER, 1942. (Articles of special interest to economists.) On the 
Problem of Interval Estimation: ALEYAMMA GEORGE. On a Simple 
Method of Curve Fitting: K. R. Narr and M. P. Surivastava. Systems 
of Weights for an Index of Industrial Production : N. SUNDARARAMA 
Sastry. The Demand for Sugar in India in Relation to the Price: 
P. N. Naver and P. S. B. Prutray. A Study in the Area Distribution 
of Infantile Mortality in Calcutta during 1905-1935 : ANIL CHANDRA 
Nac. 

The Quarterly Journal of Economics. 

FEBRUARY, 1943. Trends in German Economic Control since 1933: S. 
MERLIN. Balance of Payments Problems of Countries Reconstructing 
with the Help of Foreign Loans: J.J. Potax. Wages and the Movement 
of Factory Labor : W. R. Mactaurin and C. A. Myers. Demand Inter- 
relations for Selected Agricultural Products : MaRion CLAWSON. 

May, 1943. The Mechanism of Adjustment of the American Balance of 
Payments ; 1919-1929: A. I. Bioomrietp. Theoretical Aspects of 
Rationing: H. P. Netsser. The Incidence of a Tax on Urban Real 
Property: H. A. Simon. Consumer’s Surplus and Cardinal Utility: 
R. L. Bisoor. The Capital Budget: J. A. MAXWELL. Gustav Cassel’s 
Autobiography : E. ENGLUND. 


The Annals of the American Academy of Political and Social Science. 


JANUARY, 1943. Nutrition and Food Supply: The War and After. 
Marcu, 1943. Souwth-eastern Asia and the Philippines 


The Journal of Political Economy. 


AprRiL, 1943. Four Years of the Fair Labor Standards Act of 1938: I. 
Ricuter. The Dilemma of the Closed Shop: J. V.Sprietmans. Social 
Security Taxes in the War Finance Program: C. W. Macy. The Co- 
ordination Problem in War Economy: E. R. Waker. War and 
‘Economics: J. B. CONDLIFFE. Accounting Profits: A. BORNEMANN. 
Some Current Books on the Economics of Total War: L. SEVERSON. 
Commodity-Reserve Currency : W. J. WINN. 


The Review of Economic Statistics. 


FEBRUARY, 1943. (Hssays in Honor of Joseph A. Schumpeter.) Price 
Flexibility and the Level of Income: A. BerRcson. Keynesian and Other 
Interest Theories: R. M. Goopwin. Statistical Testing of Business- 
Cycle Theories: T. HaavetmMo. A Note on Innovations: O. LANGE. 
Forced or Induced Savings; an exploration into its synonyms and 
homonyms: F. Macutur. Money Illusion and Demand Analysis: J. 
MarscHak. Effects of Income Redistribution: L. A. METZLER. Dyna- 
mics, Statics, and the Stationary State: P.A.SamMuEtSON. The Quantity of 

Money and the Rate of Interest: A. Smirutes. Ability, Wages, and 

Income; H. Srarnte. Monetary, Equilibrium, and Business-Cycle 

Theory: W.¥F.Stotrer. Professor Schumpeter’s Theory of Innovation : 

P.M. Sweezy. Frequency Functions Fitted by Moments : E. B. WiLson 

and JANE WORCESTER. 
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The American Economic Review. 

Marcu, 1943. Collective Bargaining and the Common Interest: E. G. 
NouRSsE. Aspects of Government Borrowing: M. Mirnitzxy. The 
Capital Budget and the War Effort: M. A. Copetanp. The Tax as a 
Wartime Measure: M. FriepMan. Problems of Administration and 
Equity: K. E. Poote. Problems in War Finance: C. SHour. A Note 
on Kinked Demand Curves : C. W. EFRoyMson. 

SUPPLEMENT. (Papers and Proceedings of the Fifty-fifth Annual Meeting 
of the American Economic Association.) Economic Claims of Government 
and of Private Enterprise: J. M. Barker, A. R. Sweezy, A. A. BERLE, 
C. J. Durr, J. 8S. Barn, L. H. Brown and F. Macutur. Our Industrial 
Plant when Peace Comes: G.E. McLaucuutn, H. A. KitacsBrunn and 
E. M. Martin. Financial and Government Contract Adjustments of 
Industry at the end of the War: W. H. Moors, A. B. Hawes and T. C. 
BLAISDELL. Problems of Public Policy Raised by Collective Bargaining : 
D. A. McCasg, C. O. Grecory and G. R. Cuapp. Our Labor Force when 
Peace Comes: C. D. Stewart, R. A. LESTER and W. Wriacut. Price 
Control and Rationing: J. K. GautBraira and R. G. Gerretn. Case 
Studies in Price Control: J. D. Sumner, W. A. NEISWANGER and K. L. 
ANDERSON. T'he Restoration of International Trade : L. R. EDMINSTER and 
E. Orre. The Future of International Investment: V. ScHOEPPERLE, 
F. W. Ferrer and C. P. KINnDLEBERGER. International Financial Rela- 
tions after the War: E. Statey, E. V. Rostow and H. D. Wuire. 
Economic Regionalism and Multilateral Trade : F. H1ttcrerpt, A. Bascu, 
W. W. Lockwoop and H.C. Simons. Bases of International Economic 
Relations : L. Pasvotsky. International Commodity Agreements: J. 8. 
Davis. 

Econometrica. : 

APRIL, 1943. The Demand for Durable Goods : C. F. Roos and V.S. von 
SzELisk1. The Consumer's Demand for Money: C. E. V. LEsER. 
Estimates of Average Service Life and Life Expectancies and the Standard 
Deviation of Such Estimates: J. JeEmMiInG. European Exchange De- 
preciation in the Early Twenties: J. J. Potax. Income Inequality and 
Demand Studies ; J. Marscuaxk, 


Social Research. 
SUPPLEMENT V, 1943. The Standard of Living of German Labor under 
Nazi Rule: Hitpre OpPpENHEIMER-BLUEM. 


The Journal of Economic History. 

Vout. III, No. 1, May, 1943. The Industrial Revolution Reconsidered : J. U. 
Ner. The Knapheide Wagon Company, 1848-1943 : H. D. ConpRon. 
Saint-Simon as a Realist: W. Srarx. Industrial Slavery in China: 
C.M. Witsur. Rostovizeff’s “Hellenistic World”: J. HAMMER. 


Journal of Farm Economics. 

Fesruary, 1943. (Proceedings Number.) On Prices: J.D. Buack, 8S. A. 
SrcaL, A. C. Horrman and’G. D. Harrett. On Wages: L. G. Rey- 
NoLDs. On Agricultural Production: 8S, E. Jounson, R. C. TrEtTRo, 
N. W. Jounson, J. J. Reep, C. H. Hammar, S. W. Warren, L. 8S. 
Harpin, P. G. Beck, J. C. Jensen, C. O. May and G. W. Forster. 
On Marketing: F. L. THomMsen and D. O. HaMMERBERG. On Land: 
J. B. BENNETT, G. H. Crata, M. M. Reaan, F. A. CLarensacn, W. G. 
Murray, R. FERNANDEZ, R. SCHICKELE, H. HorrsommMer and H. C. M. 
Case. On Labour: H. Scuwartz, P. E. Jonunston, J. Coxs, D. R. 
Katpor, F. L. Morison, W. M. Curtiss and E. J. Nestus. Post-War 
Agriculture : F. F. Exxiotrr and J. E. LATTIMEr. 

May, 1943. Farmers and Organized Labor: K. H. Parsons. Britain’s 
Wartime Food Policy: J. J. MacGreaor. Diminishing Returns in 
Feeding Commercial Dairy Herds: L. F. HERRMANN. Adaptation of 
Crop Insurance to Tobacco: S. E. WratHer. Parity and Progress : 
D. PaarLBeRG. Irrigation Development and Area Adjustment in the 

Great Plains: J. L. Pascua and P. L. Stagsvotp. Food Administra- 
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tion Experience with Hogs, 1917-19: W.T. Bora. Collective Bargaining 
in German Agriculture under the Weimar Republic: A. Eckstein. New 
Light on Factor Analysis : S. A. ENGENE. 


Wheat Studies (Stanford, California). 
Vou. XIX, No. 3, DECEMBER, 1942. Wheatin the Third War Year : Major 
Developments, 1941-42: M. K. Bennett, HELEN C. FARNsworts 
and ‘Rosamonp H. Perrce. In the four chief exporting countries 
supplies were more abundant than ever before, and the major problems of 
Government were to maintain returns to producers, reduce output and 
expand non-food uses. Domestic utilisation was of normal volume, 
while exports were extremely small. These went chiefly to Britain 
where supplies were kept at a high level. Supplies were also abundant 
in India and not unusually low in China, where, however, the rice crop 
was short. Soviet Russia avoided critical shortage of bread grain in her 
unoccupied territory, but there must have been severe curtailment of con- 
sumption in the occupied regions. There was a shortage of wheat in 
Continental Europe and in the Middle East, and various other areas remote 
from supplies suffered shortage as the shipping situation tightened and 
some of the normal routes were closed after Pearl Harbour. 
Vou. XIX, No. 4, January, 1943. World Wheat Survey and Outlook, 
January, 1943: M. K. BenNetT, HELEN C. Farnsworts and V. P. 
TIMOSHENKO. The tide of warfare turned in favour of the United 
Nations during September—January. The shifting of territorial control 
only slightly curtailed wheat supplies immediately available to Axis- 
controlled areas of Europe, but German prospects for future supplies 
from south-eastern Russia are vanishing. e volume of over-seas 
trade in wheat and flour during August—January foreshadows a crop- 
year total as small as in 1941-42. The four chief exporting countries had 
unprecedentedly large wheat supplies available for 1942-43; only in 
the United States are these an. gerd with unusual rapidity. In 
Continental Europe the supplies of 1942-43 were the smallest during 
the war; shortages are also reported in the Middle East, India and 
China, as a result of transport difficulties and hoarding. Market prices 
of wheat in the United States, already far above those in competin 
exporting countries, fluctuated in reflection of an intra-Governmenta 
controversy about the level of wheat price appropriate for a ceiling. 
Vou. XIX, No. 5, Marcu, 1943. Variability in Wheat Yields and Outputs. 
Part II. Regional Aspects of Variability: V. P. TimosHENKO. Con- 
tinentality of climate appears to be the most general climatic charac- 
teristic of the wheat regions with high relative variability of yields. 
Aridity of climate must be regarded as the second most general charac- 
teristic of these regions. Great diversity in the fluctuation of regional 
yields results in a good deal of compensation of unrelated variations. These 
contrasts between the great variations in the wheat outputs of some 
important wheat regions and the relative stability of wheat production 
in the principal wheat-importing countries of Europe and for the world 
as a whole, should be studied attentively by those who are responsible 
for formulating international wheat agreements and planning under 
them. 

El Trimestre Econémico (Mexico). 
APRIL-JUNE, 1942. El valor de la moneda: G. Artas. Algunos aspectos 
de la balanza mexicana de pagos: A. L. OtmEDoO. Ensayo sobre el 
comercio exterior de México: V. K. Urquipi. El “ Didlogo” de 
Alberto Struzzi. 
JULY-SEPTEMBER, 1942. La teorta del valor de Karel Englis : M. KyBat. 
Privilegios y funciones del Banco Central Interamericano: J. Siva. 
Cudl debe ser la politica del Gobierne Mexicano en materia de comercio 
exterior: A. SerRvin. {Tiene razén Keynes? E. Hornepo. Las 
leyes de los rendimientos en condiciones de competencia: P. SRAFFA. 


OcToBER—DECEMBER, 1942. Soberanta y neutralidad: J. M. EcHAVARRIA. 





El control de los cambios en Venezuela: J. L. BEtto. Proyecciones 
econémicas de la guerra sobre América Latina y sobre el Ecuador : L. E. 
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Laso. La constitucién, la democracia y la emergencia: A. C. FLorEs. 
La generacion de energia eléctrica en México: J. L. Tamayo. 
JANUARY—MarcH, 1943. Plan de ajuste y pago de la deuda exterior de 
México. La orientacién de la agricultura mexicana: A. G. GALLARDO. 
El comercio de exportacién de Bolivia: R. B. CatpErén. El régimen 
de compensacién y el comercio americano: L. E. N. Arteta. La 
realidad econémica de Peru: R. A. Ferrero. El mercado de la Plata: 
R. S. Lozano. Observaciones criticas sobre el ciclo econémico: J. 


TINBERGEN. 
Moneda y Crédito (Madrid). 

JUNE, 1942. Economia y hacienda de guerra: L. Otartaca. La Marina 
Mercante en el momento presente: J. DE RotTaEcHE. Las contribuciones 
de producto y la tesis universalista: P. BattesteRos. La ecuacién 
fundamental del valor del dinero: G. BERNACER. 

SEPTEMBER, 1942. El problema de la regulacién en la economia hidro- 
eléctrica : E. BEcERRIL. Economia y hacienda de guerra: L. OLARIAGA. 
Politica de dividendos : J. T. NIEVEs. 

DECEMBER, 1942. La encrucijada mercantilista: R. CARANDE. Acerca 
de la teorta econémica corporativa: J. M. N. Mora. La regulacién de 
precios en Suiza: J. A. PIERa. 

Marcu, 1943. El liberalismo dirigido: F. Pirerri. Historia y critica 
de los valores de nuestra Balanza de Comercio: V. A. ALVAREZ. La 
significacién econdmica del presupuesto del Estado: J. SARDA. 





NEW BOOKS. 


British. 


Agriculture and the Nation. London: National Farmers’ Union, 
1943. 93”. Pp. 24. Is. 

[This short pamphlet is the interim report on post-war food production policy 
of the National Farmers’ Union. It gives their recommendations on such matters 
as post-war markets, regulation of imports, price stability, land drainage and 
rural education. ] 


BaLAKRISHNA (R.). Industrial Development of Mysore. Banga- 
lore Press, 1940. Pp. x + 319. Rs. 5. 

[This survey deals with the industrial policies pursued by one of the most 
progressive States in India—Mysore. The Administrators of Mysore have for 
over 50 years carefully directed the economic and social transition. The Depart- 
mental Reports, annual and decennial, are in themselves useful materials, written 
by men trained scientifically in the East and the West. They furnish valuable 
data to judge the theories of a planned economy as applied to an Indian State, 
and to India generally, where the dead weight of social and religious antipathies 
has a powerful effect on the application of technological changes to industry. 
The author’s analytical survey would, perhaps, have been more illuminating, 
were periods of ten years taken to show the transition from agriculture to manu- 
facture, the place of handicrafts and small-scale industries in their relation to 
the growth of large-scale industries, the rise of the wage-earning class, the growth 
of industrial towns, a critique of planned economy policy pursued by the State, 
in preference to the method of a direct cross section of the existing industrial 
organisation, and a study of its structural evolution. There has arisen in Mysore 
under the guise of a planned economy a State monopoly of hydro-electric power, 
of the iron and steel industry and its by-products, of sandalwood oil, soap and 
allied products and of railways, together with a controlling interest by the State 
in textiles, and a large share in other enterprises, all supported by a State-con- 
trolled bank. Thus little is left for competitive enterprise, except commerce and 
the distributive trades. The control of the State is so obvious in every direction 
as to amount almost to a vigorous socialist state. The description of these State 
activities is followed by a summary of the place of handicrafts and small-scale 
industries, all of which enjoyed the fostering care of the State as important 
subsidiary occupations. Even so, they have not been able to weather the storms 
of the trade cycle. In the preservation and development of artistic technique, 
Mysore shows a good example. But the author might usefully have compared 
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the handicrafts of Norway, Sweden and Switzerland, and discussed the application 
of power resources on a small scale to small units such as artistic textiles, seri. 
culture, metal work and furniture. The important sections of this survey, 
which deal with the technique and development of large-scale industries, their 
structure, organisation and finance, are much too brief. After presenting a 
succinct summary of the most recent theories of production, Weber, Levy, 
Robinson and Robertson, the author is at pains to apply them to the cases of 
the Mysore iron and steel works, textile mills, and sugar mills, ete. But whether 
these have reached the optimum is hardly made clear by sufficiently intensive 
analysis. The author would have greatly added to the value of this survey if 
he had followed any one of the theories he had summarised, and after analysing 
the Mysore industries, he had probed more deeply and advanced theories of his 
own of the structure and organisation of industry in the specific economic 
conditions. As a brief survey of the development of industries in Mysore and 
an attempt to apply the most recent theories, it is a useful, but in no sense 
original, book. ] 

BELLERBY (J. R.). Economic Reconstruction. Vol. I. National, 
Industrial and Regional Planning. London: Macmillan, 1943. 84". 
Pp. xvii + 396. 21s. 

[To be reviewed. ] 

BenuaM (F.). Economics. A general textbook for students, 


London: Pitman, 1943. 83”. Pp. xv + 534. 10s. 

[This new edition differs from earlier editions mainly in containing two new 
chapters on the Theory of Costs and War Economics. The chapter on Interest 
has been entirely re-written. The chapter on the Theory of Costs provides an 
analysis, using marginal revenue technique of perfect and imperfect competition, 
showing what output and marginal cost will be in different conditions and 
different types of industry. It includes a brief account of the cobweb theorem. 
The chapter on Interest rightly begins, ‘‘ The question of what forces determine 
the rate of interest is difficult and controversial,’’ and on that note it ends also. 
In view of this it should be scarcely necessary to say that the chapter will not 
please everybody, or indeed anybody completely, but it gives most of the rival 
theories a short run for their money. The chapter on War Economics recognises 
the quite special need for war-time planning and suggests the principles of a 
siege economy. | 

BEVERIDGE (SiR WiLL1AM). Pillars of Security. London: Allen 


and Unwin, 1943. 7”. Pp. 216. 63. 

(Sir William Beveridge has brought together in this volume a number of 
articles, mostly from the Times, the Observer, and the Daily Herald, and several 
broadcast talks and lectures. The contents will thus mostly be familiar to all 
economists, though a few of the lectures have not been previously published. 
As sauce to an already appetising dish we have six Low cartoons and a most 
attractive cover from a bust of the author by Bruno Elkan.] 

Brenan (G.). The Spanish Labyrinth. Cambridge: University 
Press, 1943. 84”. Pp. xviii + 384. 2ls. 

[A very interesting account of the background to the Spanish Civil War, by 
one who has had unusual opportunities for studying Spain and the Spaniards, 
having settled in that country to farm after service in the last war. He helps 
us to disentangle the many interwoven forces which went to produce the catas- 
trophe of 1936—strong local patriotisms, the power of the church, the Army 
and the landowners, the burning agrarian question, and the clash of the various 
political parties—anarchists, Anarcho-Syndicalists, Carlists and Socialists. 
Part I is entitled The Ancien Régime, 1874-1931, Part II The Condition of the 
Working Classes, and Part III The Republic. There is an epilogue on the Civil 
War, and the book is concluded by a useful bibliography and index.] 


Change No. 4. An Enquiry into People’s Homes. A report pre- 
pared by Mass-Observation for the Advertising Service Guild. Lon- 
don: John Murray, 1943. 84”. Pp. xxiv + 228. 10s. 


[This survey by Mass Observation set out to discover what sort of houses 
should be built if we are to meet the real demands of those who will live in them. 
The survey covered five areas of old houses (a section of a large industrial town, 
a small cathedral town in the Midlands, a naval dockyard town, an East London 
suburb and a West London borough), two garden cities, three municipal housing 
estates in the London area, and two London blocks of modern flats. The results 
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are too complex to summarise in detail—attempts are made, for example, to 
relate demands to the age of the person, to his or her past experience and the 
like. There emerges a very clear preference for the small separate house (possibly 
a bungalow), with a garden. About 79% would prefer a house or bungalow. 
While 15% were actually living in flats only 8% wanted to do so. It does not, 
of course, follow that all would be prepared to accept the additional travelling 
time involved in wider dispersed housing estates, if the alternatives were put to 
them in concrete terms. Perhaps the most interesting discussion revolves round 
the issue of parlour, kitchen and kitchenette-scullery. The authors of the Survey 
suggest that the rather confusing evidence really bears the interpretation that 
ve the average working-class family in the survey wanted three downstairs rooms : 
(i) a parlour for best, (ii) a living-room or kitchen, with a coal stove, where the 
family takes its meals and which it uses for everyday relaxation; and (iii) a 
kitchenette or scullery, where the gas cooker, sink and copper are kept.’’] 


CLARKE (Joan S.) and Cowarp (L. E.). Beveridge Quiz. Lon- 
don: Fabian Society, 1943. 64”. Pp. 47. 6d. 

(Short answers to an immense variety of questions covering every aspect of 
the problem from “ Who is Sir William Beveridge?” to “‘ Will the plan cost 
more than the nation can afford ? ’’] 


Crump (N.). Facts about British Banks and the War. London: 
P. S. King and Staples, 1943. 7’. Pp. 44. 6d. 

[This is a most useful short account of the changes in the British banking 

ition and practice from the outbreak of war down to January, 1943. It falls 
into two parts: the first covers the financial developments, giving tables to show 
all the important changes in the banks’ balance sheets; the second describes the 
administrative changes, dealing in turn with management, clearing, war pre- 
cautions, and staff and concentration problems. ] 


Dascupta (A.). The Conception of Surplus in Theoretical Eco- 
nomics. Calcutta: Dasgupta & Co., 1942. 83”. Pp.x+21l. 8s. 
[This was in origin a Ph.D. Thesis of the University of London.] 


Davies (E.). American Labour. London: Allen and Unwin 
and Fabian Society, 1943. 7”. Pp. 100. 2s. 

[An interesting booklet designed to help the British understand the com- 
lexities of the American Trade Union Movement. There is a preface by Harold 
Paski and a short bibliography.] 


EHRENBERG (V.). The People of Aristophanes. A sociology of 
Old Attic Comedy. Oxford: Basil Blackwell, 1943. Pp. xii + 320 + 
xix plates. 25s. 

(This book is written by a refugee scholar to whom the beauty of Greek art 
and life was a consolation in troubled days. His sociology of Attic life, as reflected 
by Old Attic Comedy, other written and archzological evidence, makes there- 
fore delightful reading. The chapters on the farmers, the upper classes, traders 
and craftsmen, citizens and foreigners, slaves (here a hidden sociology of sex), 
family and neighbours, money and property, economics and the state, are most 
instructive for economic historians. Some minor and one serious objection are 
nevertheless to be made. Corn-growing was less primitive in classical Greece, 
and the Pirwus, although essential for tourist traffic, import and export of 
Hellenistic Athens, was not an important corn emporium of the Hellenistic age, as 
the author believes. Plate XIIla probably shows excavating of clay near Corinth, 
and not mining operations. Finally Professor Ehrenberg’s use of the term petit 
bourgeois cannot be accepted. Neither the third estate of the French revolution 
nor the lowest non-proletarian class of Marxian terminology can be found in 
classical Athens. The author himself points out in one of his longer notes that the 

ressions ‘‘ proletariat,’’ ‘‘ socialism,” and “‘ communism” in the modern sense 
donot apply to classical Greece. The closing sentences of his book, which deprecate 
the rule of the modern petit bourgeoisie and prefer an enlightened élite class, turn 
a against the author, not being supported by the evidence of classical 

ens. | 


Ernzic (P.). The Japanese “New Order” in Asia. London: 
Macmillan, 1943. 8}". Pp. xii+ 145. 10s. 6d. 

[This book is written on the same lines as Dr: Einzig’s Hitler’s ‘‘ New Order ’’ 
in Europe, and attempts to show, though with much less evidence at his disposal, 
as the author himself points out, how Japan is trying to mould Asia for her own 
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purposes as Germany is trying to do with Europe. There are chapters on 
agriculture, Japan’s industrial resources, shipping, foreign trade, banking and 
currency. ] 


Employment Policy and Organization of Industry after the War. 
London: Oxford University Press, 1943. 7”. Pp. 70. 2s. 

[This Statement is “‘ the outcome of a series of Private Conferences held in 
Oxford under the auspices of Nuffield College, and is the work of a drafting 
committee chosen from those who attended.’’ Those present at the Conferences 
were drawn from industry, including both employers and trade unionists, from 
economists (mainly from Oxford, but with a sprinkling from other universities), 
from experts in town and country planning, and from more general academic 
circles. The Report is naturally of very great interest, but a reader who was not 
himself present at the Conferences will almost inevitably wonder whether the 
effectiveness of the final statement would not have been immensely increased by 
greater brevity. A manifesto extended to seventy pages gives almost an im. 
pression of building haystacks to conceal needles. The needles are, however, 
well worth the search. The report falls into two logically quite distinct parts, 
The first, after a preamble, is concerned with full employment. Here, while 
eminently sensible, it breaks no new ground. After insisting on the importance 
of appropriate monetary policy, it puts the main emphasis on public works, 
in the proper sense of a policy of public investment in the development of capital 
assets of national importance. It makes it clear that such a policy can only be 
effective if the field of public investment is appropriately widened, and contem. 
plates the inclusion of certain big users of capital, such as transport and public 
utilities within the field of industry covered by public corporations. It pleads 
for the preparation of plans for public development well ahead of their actual 
performance, so that they may be put promptly and effectively into execution 
at the appropriate moment. As a means to all this, the report urges the separa- 
tion of the budget into capital and current expenditure budgets, the creation of a 
National Development Board, and the maintenance of a Central Statistical Office 
to provide the statistical background for effective control. Throughout this 
section of the report the main interest to economists lies in the general acceptance 
by a broadly representative Conference of what a few years ago would have been 
@ radical and unorthodox approach to these problems. The report next proceeds 
to problems of industrial organisation. In this field it is substantially more 
original, though in no sense less practical. The problems of organisation are 
approached from the two angles of efficiency and the prevention of monopoly. 
It is recognised and admitted that many of the restrictive practices that dis- 
figured the pre-war economy were a direct outcome of the failure to pursue 

licies of full employment. Indeed, if we achieve full employment, efficiency 
is likely to follow almost automatically. Workers will be less insistent on 
restrictive practices if jobs are plentiful. Employers will be less anxious to 
help each other to protect capital assets from bankruptcy. Shortage of labour will 
drive them more quickly to adopt labour-saving devices and to improve working 
conditions. For purposes of control the report classifies industries into three 
groups: key industries that are best carried on under public ownership; other 
major industries which are liable to fall under the predominant influence of a 
small number of concerns; other smaller or medium sized industries. The first 
should be carried on in the main by public corporations, with a Board appointed 
by the State, but not subject to day by day Civil Service or Parliamentary control. 
The second should be subject to Public Industrial Boards, representative of 
employers, merchants and workers, with an independent chairman and appointed 
members. These would not only provide a framework within which firms could 
collaborate in establishing standards, but also assist in promoting specialisation 
and concentration of production in the most suitable technical units, the pooling 
of patents, the conduct of combined research and so on. They would not 
ordinarily possess powers to limit output, or fix prices. But in very exceptional 
cases, after examination by an Industrial Tribunal and with the approval of the 
Minister concerned, such powers might temporarily be conceded. In industries 
covered by such a Board, all sectional Trade Associations should be made subject 
to its regulation. Furthermore no Trade Association in any industry should be 
allowed to exercise compulsory powers unless it accepted the appointment of 
such a Board. All Trade Associations would be obliged to deposit their articles 
of association with the Industrial Tribunal, and these might be disallowed by the 
Tribunal. The fixing of prices or output by such Associations would in all cases 
be disallowed. The task of preventing monopoly prices in the third group of 
industries (those of medium or small scale) would rest mainly on the Industrial 
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Tribunal or Tribunals. Their responsibilities should be in many respects those 
of the war-time Control Price Regulation Committee. They should review 
costings and act as a court of reference for proposals by Industrial Boards or 
Public Corporations to vary prices. Such, in bare outline, are the main pro- 
posals. It is recognised that they depend on people: on making management 
to @ greater extent a trained profession, constantly recruited from the ranks of 
industry as well as from the universities; on finding competent and independent 
administrators to run the various Tribunals, Boards and Corporations; on 
improving the human relations throughout industry. The authors are aware of 
the difficulties. But they urge those who criticise to ask what are the alternatives. ] 


Four Fighting Years. London: Hutchison, 1943. 84’. Pp. 203. 
7s. 6d. 


[This is an account of the German occupation of Czecho-Slovakia and of the 
methods by which resistance has been maintained. Apart from the intrinsic 
interest of the story, economists will be principally concerned with the account 
that it gives of the German economic exploitation of the country.] 


France Resurgent. London: International Publishing Co., 1943. 
83". Pp. 48. Is. 


[The contributors to this pamphlet are: Félix Gouin on ‘‘ Socialism a Living 
Force’; Léon Morandar on ‘‘ The Réle of the French Working Class’’; Albert 
Guigni, ‘* A Broadcast Appeal to the French Workers’’; André Philip on 
‘Foundations of a Renewed Democracy ’’; Louis Lévy on ‘‘ The Rise and Fall 
of Vichy ’’; Fernand Grenier on ‘‘ The Communist Party and Fighting France ”’; 
Henri Hauck on ‘“‘ France and the Future Europe.’’] 


The Future of British Air Transport. London: Samson Clark (for 
the Society of British Aircraft Constructors, Ltd.), 1943. 94’. Pp. 
27. 

[To be reviewed.] 


GuosH (D.). War and the Rupee. Baroda: P. A. Chitre, 1943. 
83". Pp. 36. Re. 1.8. 


[Indian wholesale prices have risen two and a half times and retail prices 
nearly twice. What, asks the author of this pamphlet, is the reason?’ Physi- 
cal output is up by about one-third. The quantity of money in circulation has 
expanded nearly three times. Indeed, a simple quantity theory explanation 
would very nearly hold. The author suggests that the main cause of the added 
money is a by-product of a public finance which has depended to a large extent 
on short-term borrowing from the banks. In particular he holds that the increase 
in the Indian Sterling balance has been inflationary. But whatever the quanti- 
tative importance of this, few will dispute his contention that the main difficulty 
is the imperfect control over private spending and private investment, and the 
failure to restrict expendable incomes as these have grown and as the total of 
consumable goods has diminished. ] 


Grierson (P.). Books on Soviet Russia 1917-1942. A biblio- 
graphy and a guide to reading. London: Methuen, 1943. 7”. Pp. 
xiv + 354. 12s. 6d. 


[This is a most useful systematic bibliography of Russia. It is broken into 
five main sections: bibliographies, guide-books, histories and periodicals; the 
revolution and the civil war; the Soviet State (including such sub-headings as 
the Constitution, the Legal System, Secret Police and Trials, Foreign Policy, as 
well as Lenin, Stalin, Trotsky); the Economic Life of the Soviet Union (with the 
five-year plans, collectivised agriculture, trade and commerce, currency, and 

ing among sub-headings); Culture and Social Life. There are various 
appendices, largely concerned with British material dealing with Russian 
problems. Each entry includes a very short appraisal of the book and some 
account of its contents. A thoroughly useful tool for any researcher.] 


Haynes (A. T.) and Kirton (R. J.). Income Tax in Relation to 
Social Security. London : Institute of Actuaries, 1943. 83”. Pp. 29. 


[A paper to the Institute of Actuaries which is concerned principally with 
the interrelation and co-ordination of Income Tax and Social Security systems. ] 
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Hicks (J. R. and Ursuza K.). Standards of Local Expenditure. 
(Occasional Papers No. III of the National Institute of Economic and 
Social Research.) Cambridge: University Press, 1943. 83". Pp. 
61. 4s. 6d. 


[Reviewed in this issue. ] 

Housing Production. London: Committee for the Industrial and 
Scientific Provision of Housing, 1943. 92”. Pp. 96. 

[This is a discussion, in the main technical rather than economic, of the 
application of quantity production technique to building. The various alterna. 
tive materials and methods of construction are in turn systematically examined 
and approved. The conclusion is that there is considerable room for factory or 
mechanised production of parts of houses, granted corresponding improvements 
of the methods of accurate assembly on the site.] 


JosEPH (M.) and Kaupor (N.). Economic Reconstruction after 
the War. London: Association for Education in Citizenship, 1943. 
64”. Pp. 24. 4d. 

[This pamphlet is mainly concerned with certain broad problems of the post- 
war world: Shall we be poorer? How ought the transition from war to peace 
to be handled? How can full employment be maintained? How can social 
security be achieved? What can be done to increase industrial efficiency? The 
authors give good reasons for thinking that if we plan properly we should be 
richer rather than poorer. They urge the need for effective control during the 
transition. Thus they expect to need a gradually increasing rationing system, 
continued price control, continued raw material control, continued control over 
the capital market and over imports and foreign exchange. ‘* This control over 
labour (through the Restriction on Engagement Order and the Essential Work 
Order) should be relaxed after the war, but must be replaced by machinery for 
directing the recruitment of labour into different industries and re-training labour 
that has to be transferred from one industry to another.’”’ They urge that full 
employment shall be maintained by State expenditure in developing necessary 
services. Finally, they urge that industrial efficiency can best be promoted by 
maintaining “‘utility’’ production and thereby setting a standard of low-priced 
but well-made goods with which other producers weal have to compete. ] 


KerrsteEap (B. §.). Essentials of Price Theory. Toronto: 


University Press, 1942. 9”. Pp. viii + 246. $2.75. 
[To be reviewed.] 


Labour and Europe. London: Fabian Publications, Ltd., 1943. 


83”. Pp. 28. 6d. 

[This pamphlet is prepared by the International Authority Group of the 
Fabian International Bureau. It pleads for a more active interest in foreign 
policy on the part of the Labour Movement, and the formation of a definite 
strategy to act as a co-ordinating influence between the economic power of the 
democracies and the political power of the Soviet Union.] 

Laski (H. J.). Marx and Today. London: Fabian Society and 
Victor Gollancz, 1943. 83’. Pp. 33. 6d. 

[Mr. Laski is anxious to convert the Labour Party to a Marxist approach to 
present problems. ‘‘ What do we mean by a Marxist basis? . . . the fight that 
the Russian Revolution has thrown on the nature of the State, the relations 
between classes, the dynamics of power, the danger that means may confuse 
and confound ends, the relation between war and the capacity of an economic 
system to expand, the ground-work of counter-revolutions, the comparative 
valuation placed by business men upon national freedom, on the one hand, and 
the privileges conferred by property, on the other.’’] 

“‘ Looking Ahead.” Agricultural Reconstruction. London: Con- 
servative and Unionist Party Organisation, 1943. 84". Pp. 67. 6d. 

(This is a serious and competent study by a group of Conservatives, almost 
all of whom are engaged in agriculture and including Major Proby, Chairman of 
the Huntingdonshire War Agricultural Committee, Mr. Whatley, a member of 
the Wiltshire Committee, and Mr. Mansfield, Director of the Cambridge Uni- 
versity Farm. Their main recommendations include price stabilisation through 
an Import Board or the Levy-Subsidy; the continuation of Marketing Boards; 
public abattoirs; control through new County Committees, to be selected by the 
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Minister of Agriculture, partly from els nominated by landowners, farmers, 
land-workers and the County Council; the remission of death duties on agri- 
cultural land; improvements of drainage, credit facilities, education and 
research; the retention of the existing wages board machinery, better rural 
housing and amenities. ] 


Mapin (J.), Fuanpers (A.) and “Srextaw.” Monopoly is the 
Enemy. London: International Publishing Co., 1943. 83”. Pp. 
23. 4d. 

[Three speeches: Lessons of Defeat, by Mr. Madin, concerned with Black 
Friday in 1921, the General Strike, the disaster of the 30’s; A System of Public 
Control, by Allan Flanders, starts by analysing the failures of capitalism and 
goes on to examine the possibilities, practical and political, of public control of 
monopoly; Socialism To-day very briefly pleads for the abolition of unemploy- 
ment, monopoly and inheritance. | 


MapceE (C.). Industry after the War. London: Pilot Press, 
1943. 9}”. Pp. 64. 3s. 6d. 

[This is the first volume in a most attractive new series of Targets for To- 
morrow, well produced, well written and generously illustrated with photo- 
graphs and diagrams. Sir William Beveridge in a foreword puts the problem : 
What is to be the form ofindustry? Private enterprise with no control save that 
of a freely competitive system? Control by the State as in wartime? Control 
by industrial bodies with compulsory powers of self-government as now frequently 
advocated? A mixture of public and private enterprise? Each of these involves 
several important questions. Mr. Madge starts by describing the form of control 
between the wars—private enterprise with a considerable seasoning of monopoly 
through trade associations, rationalisation schemes and the like. After a glance 
at the U.S.A., U.S.S.R., Germany and Sweden he comes back to the necessity for 
planning and control and sets out a series of objectives for planning: as many 
jobs as job-seekers; maximum efficiency; proper priority of requirements; 
leisure; no international beggar-my-neighbour; a ladder of promotion for 
talent; research and the free application of knowledge unimpeded by obsolete 

tent laws. He then turns to the plans of others: the industrialists, the 
F.B.I., the 120 Industrialists, Unilever, Mr. Courtauld in the Economic JouRNAL, 
Sir Ralph Wedgwood; the politicians, Bevin, Morrison, Lyttleton, the Prime 
Minister himself in his broadcast; the Trade Unions and the workers generally ; 
finally comments and criticisms of the Press: the Times, the Economist, the Daily 
Worker and others; all this with generous quotation from original sources. 
Finally a practical target—a peace-time Minister of Production charged with 
the broad planning of industry; three types of industry: State-owned, privately 
owned but with State directors, privately owned and managed; centrally 
determined production targets and priorities, but no attempt to impose over- 
complicated rigid control in detail.] 


Mapce (C.). War-Time Pattern of Saving and Spending. Cam- 
bridge : University Press, 1943. 8)”. Pp. viii +137. 6s. 


[Reviewed in this issue.] 


McGrecor (A. GRANT). Prosperity with Freedom. London: St. 
Catherine Press, 1943. 7”. Pp. 94. 2s. 6d. 

[Part I of this pamphlet is entitled ‘‘ Fallacies and the Corrections required for 
Prosperity with Freedom” and is largely taken from the author’s former booklet, 
Beware Orthodoxy. Part IL consists of a number of letters written by Mr. 
McGregor to various people amplifying the proposals put forward in Part I.] 


Minorsky (V.). Tadhkirat Al Muluk; a manual of Safavid Ad- 
ministration (circa 1137-1725). London: Luzac & Co. for Gibb 
Memorial Trustees, 1943. Pp. xi + 218. 

{This Persian manual, published in an English translation with an Introduction 
and a lengthy Commentary by Professor Minorsky, includes some information 
well deserving the attention of the social and economic historian. In addition 
to data concerning taxation and government expenditure, there is interesting 
information concerning the Persian system of tend-Adiawe, the structure of 
classes and the monetary system in the seventeenth century. It is interesting to 
read that the Safavid kings took the initiative in developing industry in national 
workshops, of which there were at one time 32, employing on the average 150 
workers each; the Shah being the largest capitalist both in trade and in industry. 
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In other cases, such as carpets, goods were manufactured ‘“‘in the country by 
workmen to whom the King gave lands and who paid their rent in the produce 
of their hands.’’ Handicraft industry in towns like Isfahan was organised in 
craft gilds. The peasantry were nominally free, but did not possess land: they 
were granted it by the Crown or by landed proprietors in return for a partition of 
the harvest between producer and proprietor. ] 

Morrison (Rt. Hon. HERBERT). Prospects and Policies. Cam- 
bridge : University Press, 1943. 7”. Pp. 45. 

[This is a reprint of five speeches by Mr. H. Morrison. They cover: Social 
and Economic Policy; the British Commonwealth; the Future of Exports; 
World Politics; the State and Industry. It is a pleasure to have brought 
together in this convenient form the whole set of speeches, affording as they do 
a coherent and unified exposition of Labour policy as Mr. Morrison sees it.] 


MvUKERJEE (R.). The Political Economy of Population. London 
and Bombay, 1942. 9”. Pp. xiv + 467. 7s. 6d. 
[To be reviewed. ] 


NaTIONAL INSTITUTE OF ECONOMIC AND SooraL RESEARCH (RezE- 
SEARCH STAFF OF). Trade Regulations and Commercial Policy of the 
United Kingdom. Cambridge: University Press, 1943. 84”. Pp. 
x +275. 15s. 

[To be reviewed.] 


Norman Smita (H.). Your Coaland You. London: Fabian Pub- 


lications Ltd., 1943. 83”. Pp. 96. 4d. 

[This pamphlet is mainly concerned with coal retailing. Facts and figures in 
this field are relatively few, but such as are available seem to support the view 
that private merchants costs, including all profits, are greater than those of 
fairly large scale co-operative distribution. The author holds out little hope of 
effective improvement by municipal distribution—if powers were permissive, many 
would refuse to act; if they were compulsory, the cost of compensation would 
exhaust much of the gain. He would prefer to see much greater distribution in 
the form of electricity and gas, but again realises the difficulties with existing 
tastes and prejudices. His main hope is to raise the share of co-operative 
distribution from its 13-8% of 1936 to something much nearer to 100%]. 


Oxford Pamphlets on Home Affairs. No. H.1: How Britain is 
Governed, by R. B. McCallum. No. H.2: The Newspaper, by Ivor 
Thomas. No. H.3: The Transition from War to Peace, by A. C. 
Pigou. No. H.4: Britain’s Future Population, by R. F. Harrod. 
No. H.5: Will the War Make us Poorer ? by M. Young and H. N. Bun- 
bury. No. H.6: English Law, by J. L. Brierly, pp. 40. London: 
Oxford University Press, 1943. 7”. Pp. 32. 6d. each. 

[The stream of Oxford Pamphlets continues, and the distinction of the 
authors grows. Professor Pigou in The Transition from War to Peace is principally 
concerned with the problems which emerged in 1919-1921 and the probability of 
their reappearance after this war. He suggests that many of our difficulties 
then were due to a too hurried removal of all restrictions and controls, and he 
welcomes the likelihood that that error will not be repeated. In the collapse of 
late-1920 he sees the twofold effect of the secondary transition from the stage of 
post-war replacement to that of normalcy and of a 7% bank-rate maintained 
much too long. It is, perhaps, a criticism of this pamphlet that it poses the 
problems that are ahem fairly familiar to the administrator who must handle 
them rather than suggests either the solutions that ought now to be adopted or 
(in sufficient detail) the lessons to be drawn from last time. Mr. Harrod, on 
Britain’s Future Population, has already provoked lively argument. After 
traversing the facts, now familiar to economists, of the trend of the net reproduc- 
tion rate, Mr. Harrod proceeds to the causes, consequences and remedies., About 
causes he remains agnostic, while convinced that they are somehow associated with 
growing prosperity. In regard to consequences, he demolishes the obvious 
fallacies of greater wealth and less unemployment and suggests that the mainten- 
ance of balanced production in a declining population is more and not less difficult. 
It is in regard to remedies that he is most controversial. He would like to see 
more and more generous family allowances, with a special scheme for higher 
incomes. The latter he regards as important for two reasons : first, because the 
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middle and higher income groups “‘ are the repository of a large part of our 
knowledge, ideas, culture and of the art of right behaviour in the more complex 
affairs of life’’; second, because ‘‘ each income group looks to what the one 
above it is doing. If the great mass of middle-class people persist in the habit of 
small families, there is great danger that Sir William Beveridge’s 8s. will have no 
effect on the poorer classes.’’ 0 we really divide so simply into the copied 
and the copying? In Will the War Make us Poorer ? Mr. Michael Young and 
Sir Henry Bunbury marshall in convenient form the arguments, familiar to most 
professional economists, for holding that the greater part of the real cost of a 
war is borne during its course and that the subsequent transfers do not make us 
pro tanto poorer. Where possible they give figures from the financial ‘‘ White 
Paper’ by way of illustration. They discuss the probable loss of income from 
foreign investments, the probable changes of population. They argue the 
importance of increasing productivity, but chiefly because the argument is at this 
point mainly qualitative, the immense statistical importance of this aspect tends 
to be overshadowed. The other three pamphlets are less immediately economic. 
Mr. Ivor Thomas on The Newspaper is mainly concerned with the types of 
papers, their ownership and method of production, though there are economic 
problems which inevitably intrude, such as circulation and advertising. Mr. 
McCallum on How Britain is Governed provides a clear and simple account of the 
machinery, but it is impossible in thirty pages to provide both the whole skeleton 
of government and clothe it in the flesh that creates its realistic human organism. 
The result is an account that at points is so over-simplified as to distort the 
picture. In English Law Prof. Brierly gives a brilliant account of the spirit 
and processes of the law. But, above all, he has been brave enough to say 
aloud what many of us who have struggled with the difficulties of the Poor 
Man’s Lawyer have long known—that the law is so ruinously expensive that it 
serves Only a fraction of the population, and is in danger of becoming an instru- 
ment of terrorism rather than of justice. We want a “ utility’ law and all we 
can buy is a “‘ Rolls Royce”’ law. In particular he challenges the arrangement 
whereby research into the obscurities of the law is liable to be conducted at the 
expense of some chance litigant. ] 

Ramsay (G. D.). The Wiltshire Woollen Industry in the Six- 
teenth and Seventeenth Centuries. London: Oxford University 
Press, 1943. 84”. Pp. 149. 10s. 

(To be reviewed.) 

Rao (V. K. R. V.). An Essay on the Nature and Purpose of Eco- 
nomic Activity. University of Delhi, 1943. 93”. Pp. 46. ls. 6d. 

[This is Professor Rao’s inaugural lecture as Professor of Economics in the 
University of Dehli.] 

RicHaRDsoN (J. H.). Review of Economic Conditions, Policy and 
Organisation in Bermuda. 1943. ls. 

(This is a short fact-finding study of the economic life of Bermuda, packed 
with statistics of every kind. As a source-book it will be invaluable. But its 
very comprehensiveness has somehow dimmed the high-lights, and it is difficult 
at the end of it for any reader who is unfamiliar with the territory to feel that 
he understands clearly what exactly are its more urgent and pressing problems. ]} 


ROBINSON (JOAN). Private Enterprise or Public Control. Lon- 
don: Association for Education in Citizenship, 1943. 64”. Pp. 22. 
4d. 

[This pamphlet argues the case for public control from three points of view : 
equality, full employment, prevention of monopoly.] 


Rosson (W. A:). Social Security. London: Allen and Unwin, 
1943. 83". Pp. 447. 15s. 
[To be reviewed. ] 


Roy (RoprnpRa Lat). Bases of Peace in Hindu Political Economy. 
Bihar: Robindra Lal Roy, 1943. 7”. Pp. vi + 166. 6s. 

(The author goes back to Hinduism as a basisof peace. ‘‘ Though Europeans 
have written huge volumes on political economy they have invented no system 
which can operate without military pressure. . . . There are many things which 
the ancient Hindus created as final truths, and their finance, employment and 
social system are among those which cannot be improved upon as a basis of 
individual liberty.”’] 
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Srikin (L.). The Nation’s Land. London: Fabian Publications 
Ltd., 1943. 8”. Pp. 26. 6d. : 


[Mr. Silkin’s pamphlet is mainly concerned with town and country planning, 
the restriction of ribbon development, and the powers of authorities to acquire 


land by compulsion. He is convinced that, while no plan (or lack of plan) can . 


produce its full effects within fifty years, regional and local planning authorities 
(co-ordinated, he hopes, by a Minister of National Development) must be in a 
position effectively to control all building. For this purpose he wishes to see 
nationalisation of all urban land and the Uthwatt Committee’s proposals put 
into effect in all non-urban areas.] 


Sincer (H. W.). Can we Afford “‘ Beveridge””?, London: Victor 
Gollancz and Fabian Society, 1943. 8”. Pp. 22. 6d. 

(This is an interesting pamphlet which readers may care to compare with 
Mr. Kaldor’s article in the last issue of the Economic JouRNAL. They may find 
it difficult to understand why Dr. Singer puts the post-war real national income 
at no more than the same as the pre-war after allowing for considerable technical 
progress and a substantial reduction of unemployment. Dr. Singer’s main 
contention is that the cost of the scheme is very small in relation to the whole 
post-war national income.] 


Stncrer (H. W.). Standardised Accountancy in Germany. Cam- 
bridge : University Press, 1943. 8}°. Pp. 68. 6s. 
[To be reviewed.] 


Tyson (G. W.). India Arms for Victory. Allahabad: Kita- 


bistan, 1943. 83”. Pp. vi + 245. 7s. 6d. 

[This is a popular account by the Editor of Capital in Calcutta. It provides, 
however, the only readily available account of the Indian war effort, and gives 
a men surprising amount of recent information regarding technical development 
in India’s war industries. ] 


Vernon (H. M.). Hours of Work and their Influence on Health 
and Efficiency. London: British Association for Labour Legisla- 
tion, 1943. 83”. Pp. 38. 9d. ‘ 

[This is a similar study to the Association’s report on Welfare and Health in 
Relation to Hours of Work and Output in Wartime, published in 1940, and is based 
on much statistical material which has been collected during the production 
drive of the last two or three years. The finding of the report is that overlong 
hours defeat their own purpose by absenteeism, loss of efficiency, breakdowns 
and an increase of tuberculosis, and Dr. Vernon makes the following recommenda- 
tions: That men should not work in excess of 60 hours a week; women in excess 
of 48 hours a week, except in times of special stress when they should be allowed 
to do a 54-hour week for a limited period; young men of 16 and 17 in excess of 
54 hours, young women of the same age in excess of 48 hours; and boys and girls 
< 14 and 15 should only do 44 hours, with only very occasional weeks of 48 

ours. ] 


War and Peace in the Pacific. London: Royal Institute of Inter- 


national Affairs, 1943. 9”. Pp. x + 164. 4s. 6d. 

[This is the preliminary report of the Eighth Conference of the Institute of 
Pacific Relations on Wartime and Post-war Co-operation of the United Nations 
in the Pacific and the Far East held in Quebec in December of last year. A fuller 
account will be published later under the title Problems of the Pacific, 1942.] 


Warp-Jackson (C. H.). A History of Courtaulds. London: 
Curwen Press, 1941. 83”. Pp. 177. Privately circulated. 
[To be reviewed.] 


Wart (L.). A Catholic View of the Beveridge Plan. Oxford: 
Catholic Social Guild, 1943. 7”. Pp. 24. 3d. 

[The author summarises his conclusions as follows: ‘‘. . . there is nothing 
in our moral or social principles to compel us to reject (or to accept) the Plan 
root and branch. It does not represent the Catholic ideal, for which we must 
continue to work; but we need not be more cautious than the Church, which in 


her relations with States has accepted a second-best arrangement when the ideal - 


was, for the time at any rate, unattainable. Within the general framework of 
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the Plan, there is plenty of room for improvement, and for the Co-operation of 
Catholics in securing improvement.’’] 


Yates (P. LAMARTINE) and WaARRINER (D.). Food and Farming in 
Post-War Europe. London: Oxford University Press, 1943. 7}”. 
Pp. 118. 38. 6d. 


(This is an account, partly human, partly economic, of European agriculture. 
It seeks to describe and explain the differences of yields and methods, the effects 
of population, soil, climate and education, the possibilities and the difficulties 
of the future. The authors leave a reader deeply impressed by the greatness of 
the problems if Eastern European agriculture is to be raised to the standards of 
the West. Should we not be similarly impressed if confronted by seventeenth- 
century conditions in this country ? How to break into the vicious circle? The 
authors have no one answer. Education must play an important part. But 
clearly a huge movement from agriculture into industry is part of the process; the 
starting of this, and the methods of finance of industrial expansion lie far outside 
the limits of this modest but admirable little study.] 


American. 


BacKMAN (J.). Rationing and Price Control in Great Britain. 
Washington : Brookings Institution, 1943. 8”. Pp. 68. 50 cents. 
[A useful simple statement of the various methods and authorities for cowrag | 
and price control in this country. Dr. Backman suggests that the highlights o 
our experience, so far as it is of value to the U.S.A., are the concentration within 
a single authority of all the various controls (prices, rationing, supply, subsidies, 
etc.) over a single commodity; price adjustments used as a means to direct the 
flow of agricultural products; a controlled rise of prices rather than unchanging 
prices has been the objective; control of one product has led to pressure on 
substitutes and need to extend control; price-fixing at retail stage only causes 
supplies to disappear; price zoning was necessary to provide for differences of 
rt costs; price-fixing without rationing led to queues; rationing without 
ice-fixing led to shortage of low-priced goods; classification and standardisation 
ve been found necessary to effective control; subsidies have assisted in price 
stabilisation ; rationing and price control were made easier by control of supplies 
also. Dr. Backman adds lastly ‘‘ British fiscal policy, which was based on heavy 
taxes and large-scale diversion of current savings to the government, ap to 
have eased the task of the price control and rationing authorities.”’ This is surely 
8 masterpiece of understatement. Why have American economists been so 
slow to realise that the key to the whole system of British wartime economic 
policy has been effective taxation and a powerful drive for saving, leaving 
relatively little unspent margin to inflate one sector after another ?] 


Barcer (H.) and Lanpsspere (H. H.). American Agriculture, 
1899-1939. A study of output, employment and productivity. New 
York: National Bureau of Economic Research, 1942. 9”. Pp. 
xxii + 440. $3.00. 

[To be reviewed.] 


BECKERATH (H. von). In Defense of the West. A political and 
economic study. Durham, N.C.: Duke University Press, 1942. 9”. 
Pp. xi + 297. $3.50. 


[Prof. von Beckerath starts from the discordance between our political and 
our economic structures—the former increasingly fragmented, the latter in- 
creasingly unified. He seeks to discover the determinants of political divisions 
and institutions, and concludes that these are immensely complex and spring 

many sources other than those of economics. Thus the future can only be 
rightly ordered if our moral and psychological development can be steered into 
paths that accord with the underlying economic realities.] 


Boutpine (K. E.). Economic Analysis. New York and London : 
Harper Bros., 1941. 8”. Pp. xviii + 809. 
[To be reviewed. ] 
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BuckwatTer (W.R.). The Valuation Procedure for Rate Making 
of the Public Service Commission of Pennsylvania. Philadelphia : 
University of Pennsylvania Press, 1942. 9”. Pp. 328. 

[A Ph.D. Dissertation of the University of Pennsylvania. It is concerned 
with the fixing of rates for such things as ferries, canals, street railways, telephones, 
water, gas, electricity. It discusses the basis of calculation of cost, involving in 
particular capital charges. This naturally brings up the problems of reproduction 
cost, original cost, the value of intangibles and depreciation, as well as the fair 
rate of returns. The author’s view is that the Commission has been unduly 
hesitant in initiating proceedings against utilities where earnings have been 
excessive. ] 


Cuase (S.). Goals for America. A budget of our needs and re. 
sources. New York: Twentieth Century Fund, 1942. 74”. Pp. 
viii + 134. $1.00. 

(Mr. Chase asks how much would be needed to meet minimum adequate 
needs of food, clothing, housing, education and medical service. In 1940 there 
were 8-9 millions unemployed or on relief projects, and millions more on part- 
time. To provide his minima, there would be required 2 millions more on 
housing for at least a decade; 1 million on clothing for a ‘‘ comfort ’’ standard; 
600,000 in medical services; 500,000 teachers. Say 4 million all told. Food 
could be provided by the 1940 man-power in agriculture. In short, ‘‘ one can 
summarise the whole question of the Budget as a conflict between the theory of 
‘a lot of bums’ and the theory of ‘ give ’em a break.’ . . . The ‘give ’em a 
break ’ school of thought stands on both modern biology and Christian ethics.’’} 


CHELPNER (B. S.). Belgian Banking and Banking Theory. 
Washington, D.C.: Brookings Institution, 1943. 8”. Pp. x + 224. 
$2.50. 

[This volume traces the history of Belgian banking from its origins about 
1835 down to the present war, and then proceeds to the light thrown onto banking 
theory by the Belgian experience. The first two chapters of the six covering the 
history, bring the story down to 1914. The next discusses in considerable detail 
the monetary instability of the early post-war years, and the attempts to pursue 
a deflationary policy. The next three chapters deal with the banking reforms 
which followed the crisis of 1935, with trends since the period of reform, and with the 
development of public credit institutions. The last section, drawing the inferences 
for general banking theory, is less successful and less immediately useful than 
these earlier chapters. But all competent judges will agree with one point which 
the author stresses: ‘‘ that bankers operate in given historical and economic 
circumstances, and that, if they are to perform the services required, they are 
obliged to adapt themselves to their environment.’’ Indeed, the great value of 
this book is that it admirably illustrates the adaptation of the Belgian banking 
system to its own particular needs. ] 


Cote (A. H.) and Winuramson (H. F.). The American Carpet 
Manufacture. Cambridge, Mass.: Harvard University Press (Oxford 
University Press), 1942. 83”. Pp. xiv +281. 20s. 

[This beautiful book is a model for all economic histories of particular indus- 
tries. It starts with a study of the early development at the end of the eighteenth 
century and the beginning of the nineteenth. It goes on to describe the effects 
of the introduction of the power loom and the technical problems following its 
application to carpet-making. Maturity came in the ’seventies, with expansion 
and rapid technical advance. This has implied growth of scale. In the ’sixties 
the average number of wage earners per establishment was 56; by 1937 it was 
560. The main concentration has throughout been in the north-eastern States : 
New York, New Jersey, Pennsylvania, Massachusetts and Connecticut. But 
there are plants also in North Carolina, Virginia and Illinois. On the whole, 
Pennsylvania has been giving place to other areas; in the ’seventies it included 
nearly three quarters of the looms; by 1929 its share was little more than a third. 
After further and more detailed examination of markets and marketing methods 
and of the nature of competition in the industry, the authors conclude that this 
is an example of oligopoly rather than monopoly. Attempts to raise prices were 
not always effective. Price-leadership, certainly in cutting prices, has usually 
been followed. There has been one predominant firm whose policy has largely 
governed that of others. ] 
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Fasricant (S8.). Employment in Manufacturing, 1899-1939. 
New York: National Bureau of Economic Research, 1942. 9”. Pp. 
xix + 362. $3.00. 

[To be reviewed. ] 


GuBperRtT (J. H.). The Tax Systems of Australasia. Eugene, 
Oregon: University of Oregon, 1943. 10”. Pp. iv +168. $1.25. 

[This study by the Professor of Economics in Dean College of the Uni- 
versity of Oregon is divided into two halves: Part I covers the tax system of 
Australia; Part II that of New Zealand. Each Part contains chapters dealing 
with customs duties and international trade policy, with excise and other indirect 
taxes, with income and allied taxes and with land taxation. The most interesting 
sections are those dealing with the land taxes—in particular with the Australian 
tax. This, though obviously influenced by the ideas of Henry George, is far from 
being a venture in single taxation. The tax, which has now operated for over 
thirty years, was imposed on the unimproved value of the land. A distinction 
was made between resident and absentee landlords. Improvements were 
exempted, and interesting problems of definition have arisen. Prof. Gilbert has 
discussed all these problems in considerable detail and his book will be found 
particularly valuable for these aspects of Australasian financial policy.] 


GuTHRIE (J. A.). The Newsprint Paper Industry. An Economic 
Analysis. Cambridge, Mass.: Harvard University Press (Oxford 
University Press), 1942. 84”. Pp. xxiii + 274. 20s. 

[To be reviewed.] 


HaBERLER (G.). Consumer Instalment Credit and Economic 
Fluctuations. New York: National Bureau of Economic Research, 
1942. 9”. Pp. xix + 239. $2.50. 


[This volume considers consumer instalment financing in its broader economic 
aspects, the eight previous volumes having been concerned with the more technical 
details. Prof. Haberler’s attention is focussed on the cyclical rather than the 
long term aspects of instalment finance; but the reviewer must confess to a 
feeling of disappointment on reading the theoretical analysis. It adds little to 
the information supplied by the previous eight volumes and, though thorough 
and balanced, lacks both definiteness and spirit. Between 70% and 80% of all 
instalment credit is used for the purchase of durable consumer goods. During 
1929-38 an average of about 45% of all durable consumer goods are estimated to 
have been so hought—mainly automobiles, furniture and electrical appliances. 
The income groups affected range from $1000 to $5000. The supply of instal- 
ment credit is elastic. Demand is inelastic with respect to the cost of credit. 
The main forces accounting for variations in output are the national income— 
affecting both the demand for durable consumer goods and the credit-worthiness 
of customers—and the relationship between the existing stock of consumers goods 
and the equilibrium stock at the givenincome level. Prof. Haberler points out the 
analogy—from the point of view of trade-cycle theory—of durable consumer 
goods and producer’s capital goods. He quotes the familiar work on the accelera- 
tion principle without mentioning Dr. Roos’ important criticism in the Dynamics 
of Automobile Demand. In brief, his criticism is that there is no simple relation 
between the excess of the equilibrium over the actual stock of capital and the 
rate of investment. Prof. Haberler mentions the special case of excess capacity. 
But Dr. Roos’ point is equally valid under conditions of full capacity. The 
acceleration principle is a poor substitute for a true analysis of the relations 
between the stock of capital and the flow of investment. On the whole Prof. 
Haberler believes the effect of instalment credit on the total level of activity to 
have been small during the period 1919-40. This conclusion depends in part on 
his argument that the effect is proportional to the change, free unit of time, in 
credit outstanding rather than to new credits. His procedure is analogous to 
that usually employed in the theory of public spending, when the effect of Govern- 
ment expenditure is taken to be proportional to the Government deficit. This 
procedure is more than usually questionable in the present case. The stimulus 
of instalment finance was concentrated on a few relatively young industries. 
Investment in subsidiary industries was encouraged. It is very doubtful 
whether—even if the effect of the availability of instalment credit on the pro- 
ity to save is neglected—the widely dispersed curtailment of consumption 
to a similar curtailment in investment. ] 
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Harris (Seymour E.). Postwar Economic Problems. New 
York and London: McGraw-Hill, 1943. 9”. Pp. xii +417. $3.50. 
[To be reviewed.] 


Hart (A. G.) and Aten (E. D.). Paying for Defense. Phila- 
delphia : Blakiston Company, 1941. 84". P. viii + 275. $2.50. 

[This book, written before the entry of the United States into the War, never. 
theless well deserves attention. It sets out from the thesis that the Social 
arguments for placing the greatest possible reliance on the income tax are over- 
wheiming, and sets out to see what reforms would be necessary if the Federal 
income tax was to bear the burden. There are very great difficulties, especially 
those involved in exemptions. That income-tax reform is a necessary preliminary 
to sound war finance in the United States will be generally agreed. That it can 
be made as effective a method of control as the authors hope is decidedly more 
doubtful. ]} 


Income Size Distributions in the United States. Part I. New 
York : National Bureau of Economic Research, 1943. 9”. Pp. xxvi+ 
131. $1.00. 


[This small book, which supplements some of the larger studies of the National 
Bureau, contains mainly a discussion of the causes and sources of information 
of the distribution of income and the comparability of available data. It adds 
relatively little to the knowledge of these problems that is already available. } 


Lerra (C. K.), Furness (J. W.) and Lewis (CLEoNA). World 
Minerals and World Peace. Washington: Brookings Institution, 
1943. 9°. Pp. 253. $2.50. 

{The main purpose of this book is to show the relative positions of the various 
belligerents with regard to the essential minerals necessary for war, and to con- 
sider how far the control of minerals might be made a weapon of political and 
military control in a post-war world. But in passing the book gives a mass of 
valuable information about the various metals, their sources of supply, their 
substitutes, and the control schemes, ao po ae and cartels which operate in 
regard to them. It is, for the whole field of mineral production, a most useful 
work of reference. } 


MADELEINE (SIsTER M. GRacE). Monetary and Banking Theories 
of Jacksonian Democracy. Philadelphia: Dolphin Press, 1943. 9”. 
Pp. xi + 186. 

[The author of this book believes that our monetary and banking systems, 
like much else, ‘‘ bear as much the impress of historical accident and political 
expediency as of adherence to any well-considered economic principles.’’ The 
American financial system was ‘‘ jolted out of its complacency by the impact of 
Jacksonian Democracy ’’ at a moment when in England also the rival Currency 
and Banking Schools were indicating the need for reform. Sister Grace 
Madeleine, Professor of Economics in Immaculata College, brings out the parallel- 
ism between thought in the United States and in this country on many of the 
underlying problems. Her book describes the democratic ideas of banking in 
the U.S.A., the evolution of Jacksonian monetary philosophy, the downfall of the 
Bank of the United States, and the struggle for an independent treasury system.] 


MerwIN (C. L.). Financing Small Corporations in Five Manu- 
facturing Industries, 1926-36. New York: National Bureau of Eco- 
nomic Research (University of Pennsylvania), 1942. 9”. Pp. xvi+ 
172. 


[This study is concerned with methods of finance of small firms in baking, 
men’s clothing, furniture, brick-making and machine-tool manufacture. ] 


MILLER (J. P.). Unfair Competition. A study in criteria for the 
control of trade practices. Cambridge, Mass.: Harvard University 
Press (Oxford University Press), 1941. 8”. Pp. xiii + 438. 22s. 6d. 
[To be reviewed. ] 











rid 
on, 


ous 
on- 
and 
3 of 
heir 
> in 


eful 


r the 
rsit 
. 6d. 














1943] RECENT PERIODICALS AND NEW BOOKS 317 


MiTcHELL (WESLEY C.). Wartime “ Prosperity ” and the Future. 
New York: National Bureau of Economic Research, 1943. 9”. 


Pp. 40. 

[The ordinary British reader will find parts of this pamphlet extraordinarily 
difficult to fit into his own picture of a wartime economy. After a brief intro- 
ductory section dealing in elementary terms with the economic implications of 
war, Prof. Wesley Mitchell comes to the kernel of his discussion—the charac- 
teristics of wartime expansions. Here he treats a war as a slightly unusual 
variant of the ordinary upward phase of a trade cycle and proceeds to ask what is 
the normal length of this upward phase and how soon the present boom is likely to 
last on the evidence of past booms and past wars? Within limits such a picture 
is, of course, legitimate. If an economy is running at a uniform level of activity 
below its maximum there will be first an acceleration and then a declining rate 
of expansion as the peak is approached. But why go on to say “ but the increases 
come at a diminishing rate, and if the war lasts long enough, the point of actual 
decline may be reached even in the production of military supplies and the size 
of the armed forces’? Surely a country actively engaged in war, and sufficiently 
prepared to tax itself and to ration itself and having done so to enlarge its military 
programmes, need not fear wartime cyclical depressions as distinct from fluctua- 
tions arising from programme changes, weather conditions, holidays and the 
like. Is not Prof. Wesley Mitchell generalising from the problems of a country 
moving from the phase of expanding real consumption to that of necessary 
belt-tightening ?] 


Murpuy (Mary E.). The British War Economy. New York: 
Professional and Technical Press, 1943. 84”. Pp. xiv + 403. $2.50. 


[Reviewed in this issue.] 


Paut (R. E.). Studies in Federal Taxation. Third Series. 
Cambridge, Mass.: Harvard University Press (Oxford University 
Press), 1940. 9”. Pp. xvii + 539. 33s. 6d. 


[This book is intended primarily to assist lawyers who are engaged in tax 
cases involving such problems as reorganisations, mergers and consolidations, 
revocable trusts, mortgages, life assurance and annuities. It contains in passing 
much information that might be of value to an economist dealing with these 
particular problems. ] 


Planning Pamphlets Nos. 19 and 20. Business Reserves for Post- 
War Survival. Washington, D.C.: National Planning Association, 
1943. 74”. Pp. 132. 50 cents. 


(This pamphlet, after studying the accounting background, the purposes and 
policy of special reserves, reaches certain conclusions and recommendations. 
ts conclusions are (1) ‘‘ Special corporate reserve accounts have certain limited 
usefulness.”” They serve to show the uncertainties of all accounting. They 
reduce final profits. They reduce the book values of particular assets. They 
may be thus used to reduce costs and expenses in the post-war period. (2) 
“The major significance of corporate reserves for post-war survival is their effect 
on the liquidity of assets and liabilities.” (3) ‘‘ Special reserves may defeat their 
own purposes through misuse.’’ Thus “an individual company which gets 
higher prices and pays lower taxes during the war, can improve its position. 
However, this could develop only if the rest of industry does not follow suit.”’ 
(4) “A reconsideration of the scope and interpretations of financial accounting 
may be advisable.”’ In particular ‘‘ the concept of profits as the result of a flow 
of income and outgo over a period of time should be promoted.” (5) ‘‘ The 
basic functions of depreciation, obsolescence, repairs and maintenance, and 
reconversion costs should be reconsidered.”’ (6) ‘‘ Post-war survival of many 
companies is being determined by war-time developments in production and 
taxes.” Developments in designs and processes may be more important than a 
company’s cash and credit position. this analysis leads to the conclusion that 
provision for the uncertainties of the post-war world would be simplified if a 
clearer vision of that world were obtainable. In particular it is recommended 
that there should be (1) “‘ a general programme for maintaining -war con- 
sumer purchasing power’’; (2) “‘a reconsideration of our [#.e., U.S.] business 
tax program ”’; (3) ‘‘a major program of financial and debt adjustment ”’; 
(4) “ an administrative program for termination of war contracts.’’] 
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Posty (R. B.). The Significance to Private Industry of Personnel 
Administration in the City of Cincinnati. Philadelphia: University 
of Pennsylvania, 1942. 9”. Pp. ix + 240. 

(This Ph.D. Dissertation of the University of Pennsylvania is concerned with 
the lessons for private industry of the wages and conditions of working in public 
service. It discusses in detail the numbers, method of recruitment, conditions of 
service, pay, provision for sickness and the like. While the author does not 
derive any very definite conclusions, he leaves the impression that in many 
respects public administration has run slightly ahead of private in its personnel 
administration. ] 


Readings in the Social Control of Industry. Philadelphia: Blaki- 
ston Company, 1942. 9’. Pp. xiii +494. $2.75. 

[This book is the first of a series of volumes of reprints of articles in journals 
to be published with the participation of the American Economic Association. 
The selection committee for the present volume was Prof. E. M. Hoover, jun., 
and Dr. Joel Dean. It is being followed by a similar volume on business cycles. 
The articles included will many of them (though by no means all) be known to 
regular readers of The American Economic Review, The Quarterly Journal of 
Economics, and The Journal of Political Economy. The authors include, among 
other well-known names, Myron Watkins, Paul Homan, D. H. Wallace, C. D. 
Edwards, Ben Lewis, A. R. Burns, J. M. Clark, A. B. Wolfe. Articles new to 
the present reviewer include one by E. S. Mason on Monopoly in Law and 
Economics from the Yale Law Journal, one on Unfair Competition by Milton 
Handler, from the Iowa Law Review, and one by Northcutt Ely on the Conserva- 
tion of Oil from the Harvard Law Review. It is natural that such a volume should 
be mainly concerned with American problems, though it contains A. F. Lucas’s 
article from The Quarterly Journal of Economics, dealing with British problems. 
From a teaching point of view there is, perhaps, too much of a sameness about 
many of the articles. There is no article that deals immediately with the claims 
so often advanced that monopolies stabilise the economic system. There is no 
article primarily concerned with the claims of monopolies that they increase 
efficiency. It may well have been difficult to find suitable articles on these 
subjects in the recent periodical literature. And inevitably it has been impossible 
to build out of the available bricks a complete systematic study of the problems 
of industrial control. This book will be an addition to rather than a substitution 
for other more comprehensive studies. ] 


Refugee Settlement in the Dominican Republic. Washington, 
D.C.: The Brookings Institution, 1942. 9”. Pp. xvi + 410. 

[This is a survey, undertaken under the auspices of the Brookings Institution, 
of the economic problems involved in the settlement of refugees in the Dominican 
Republic under the Dominican Republic Settlement Association contract. Part I 
consists of a study of the economics of refugee settlement in general; Part II of 
an economic survey of the Dominican Republic—its people, agriculture, industry, 
transport, trade and finance; and Part III deals more particularly with the 
plans and the problems of the Sousa colony itself.] 


Scuuttz (T. W.). Redirecting Farm Policy. New York: Mac- 
millan Company, 1943. 83”. Pp. vi+ 75. $1.00. 

[A study of farm policy by the Professor of Agricultural Economics at Iowa 
State College. The avowed purpose of the book is ‘‘ simply to get the interested 
public, farm leaders and others back to a consideration of real and significant 
policy issues,’’ so that prices and other matters of secondary importance may be 
seen in their true light and be, not goals, but means to the real end of distributing 
the food supply to the best possible advantage for the many.] 


Wrieut (C. W.) (Ed.). Economic Problems of War and its 
Aftermath. Chicago: University Press (Cambridge University Press), 
1942. 8”. Pp.x+ 197. $2.00. 

[This book contains seven essays: War and the Early Industrial Revolution, 
by Prof. J. U. Nef; Hconomic Lessons from Previous Wars, by Prof. C. W. 
Wright; Neat Steps in Financing the War, by Prof. 8. E. Leland; Price Controls, 
by Prof. T. O. Yntema; The War State, by Prof. W. F. Ogburn; The War and 
the Crisis of Individualism, by Prof. F. H. Knight; The Structure of Future 
Society, by M. J. Bonn.] 











~~ oz 


— Nw Cr RSS Oe 


cw erry FF awe www Ss 8S 


SS eS ea ee 


weer 











1943] RECENT PERIODICALS AND NEW BOOKS 319 


Wricut (Quincy). A Study of War. 2 vols. Chicago: Univer- 
sity Press (Cambridge University Press), 1942. 9’. Pp. xxiii + 
xvii + 1,552. 90s. 

{It is difficult to fit into any familiar category this monumental study by the 
Professor of International Law in the University of Chicago. The first volume is 
concerned primarily with the history of war, and (like some familiar German text- 
books of economics) gropes backward into the imaginary beginnings of mankind 
and then traces developments through the ages. But it retains a freshness, and 
is concerned with real problems : costs and effects of wars, the casualties involved, 
the motives and theories which shaped them. Appendices deal with such matters 
as the correlation between warlikeness and other characteristics of primitive 
peoples, the frequency of battles, the duration and intensities of wars. The 
second volume starts with an analysis of war and its possible phases—political 
tension, abnormal law, military activity. This is followed by an attempt to see 
whether writers in the social sciences (including economics) have developed any 
logical analysis of war. His conclusion is that while much has been written 
about particular aspects of war (such as the finance or economic conduct of war), 
little has been done on the fundamental causation—the Marxists alone excepted. 
This leads into an immense study of the causes of war, of struggles for power, of 
conditions of government as a contributing factor, of law and violence, sovereignty, 
international procedure, of rivalries of culture, nationalism and public opinion, 
of the competition to live, population, resources and forms of economic organisa- 
tion. Finally, after a survey of international relations and of the probabilities of 
war, he comes to the control of war and the creation of a warless world, built on 
a firm legal and political foundation. This note has done no more than to 
indicate chapter headings and to map the main route by which in over 1,500 
pages are traversed the continents of human problems. For the statistician 
there are appendices galore, measuring everything from the mutual friendliness 
or hostility of nations, and the odds against the outbreak of war to the mathe- 
matical conditions of a stable balance of power. Among them is an admirable 
short appendix on recent economic analyses of war.] 


Swiss. 


DitscuHuerR (H.). Volkswirtschaftspolitische Konzeption. Berne : 
A. Francke Ag., Verlag, 1942. 8”. Pp. 134. 4 Swiss fr. 

[The aim of this book is to provide the interested layman with a clear concep- 
tion of fundamental economic inter-relations. Alternative methods of organising 
economic activity, as variously classified by Eucken and Englis, are described. 
The author insists on the need to consider the political implications of these 
alternatives. This is clearly a necessary task, but Herr Diitschler’s book shows 
neither the cogency of thought, nor the lucidity of style required for a really 
successful contribution in this field.] 


Official. 
BRITISH. 

A Post-War Plan and Program for the United States of 
America. London: H.M. Stationery Office, 1943. 94”. Pp. 
103. Is. 

[To be reviewed.] 

The Foreign Trade of Latin America. Part I: Trade of Latin 
America with the World and with the United States. Pp. vi + 99. 
20 cents. Part II: Commercial Policies and Trade Relations of 
Individual Latin American Countries. Vol. 1: The South American 
Republics. Pp. xi + 304. 35 cents. Vol. 2: Mexico and the 
Republics of Central America and the West Indies. Pp. xii + 326. 
40 cents. Part III: Selected Latin American Export Commodities. 
Pp. 253. 35 cents. Washington, D.C.: United States Tariff 
Commission, 1942. 9”. 

[These four volumes, which contain a great deal of factual as well as statistical 


material, will be of value to anyone concerned with trade with the Latin American 
countries. ] 














320 THE ECONOMIC JOURNAL [JUNE-SEPT. 1943 


LEAGUE oF NATIONS. 


Commercial Policy in the Interwar Period; International 
Proposals and National Policies. Geneva: League of Nations 
(London: Allen and Unwin), 1942. 9”. Pp. 164. 7s. 6d. 

[To be reviewed. ] 


Economic Fluctuations in the United States and the United 
Kingdom, 1918-22. Geneva: League of Nations (London: 
Allen and Unwin), 1942. 9”. Pp. 93. 6s. 

[To be reviewed.] 


Relief Deliveries and Relief Loans, 1919-23. Geneva : League 
of Nations (London: Allen and Unwin), 1943. 9”. Pp. 62. 
38. 6d. 
[To be reviewed.] 


The Transition from War to Peace Economy. Geneva: 
League of Nations (London: Allen and Unwin), 1943. 9”. Pp. 
118. 4s. 6d. 

[To be reviewed.] 


INTERNATIONAL LABOUR OFFICE. 


The International Standardisation of Labour Statistics. 
Montreal: International Labour Office (London: King and 
Staples), 1943. 9”. Pp. vii + 169. 4s. 

[The standardisation of labour statistics has long been one of the objectives 
that the International Labour Office has set itself. Progress was made at Con- 
ferences in 1923, 1925, 1926, 1931, and 1937. As the result of these some measure 
of comparability had been achieved in industrial classifications, in the measure- 
ment of wages and hours, of cost of living, of employment and unemployment, of 
real wages. This volume takes in turn each category of labour statistics and 
describes what has been done to achieve comparability.] 


Joint Production Committees in Great Britain. Montreal: 
International Labour Office (London: King and Staples), 1943. 
9”. Pp. iv +74. 2s. 

[The features of the British system that are emphasised in this study are, 
first, that it is a voluntary system, encouraged but not enforced by the various 
Supply Departments. Second, the Committees are sponsored by the national 
trade union organisations and by the national employers’ associations. Third, the 
constitution of the Committees link them to the trade union movement. The 
main functions of the Committees are concerned with production and efficiency— 
the utilisation and upkeep of machinery and other equipment, its improvement, 
the elimination of waste and the use of safety precautions. They are not con- 
cerned with wages and conditions that are normally handled by approved 
machinery of negotiation. They have been most useful in improving efficiency, 
and where both management and trade unions have been willing to experiment 
regardless of the source of the proposal. ] 


Life-Saving Measures for Merchant Seamen in Time of War. 
Montreal: International Labour Office (London: King and 
Staples), 1942. 9”. Pp. 59. 1s. 6d. 

[This booklet has been prepared at the request of the Joint Maritime Com- 
mission of the International Labour Office. It contains the resolutions on safety 
measures adopted unanimously by the Commission at its meetings in London 
during June 1942.] 
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